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BOOK VALUE PER SHARE 


$53.02 


1973 1974 1975 1976 1977 


DIVIDENDS PER SHARE 


$2.70 $2.80 $2.80 


1973 1974 1975 1976 1977 


RETURN ON AVERAGE 
STOCKHOLDERS’ EQUITY 


8% 14.7% 
14.4% 14.3% 14.3% 
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AND SUBSIDIARIES 


AMERICAN SECURITY CORPORATION 


INCLUDING AMERICAN SECURITY BANK, N.A. 


1977 Annual Report to “Stockholders 


INCLUDING ANNUAL REPORT TO THE 
SECURITIES AND EXCHANGE COMMISSION 


ON FORM 10-K 


1977 FINANCIAL HIGHLIGHTS 


(In thousands) 


Revenues and Income: 
Net revenues from operations 
Income before security gains 
Net income 


Balance Sheet (at year-end): 


Loans 

Total assets 
Deposits 
Stockholders’ equity 


Per Share: 


Income before security gains 
Net income 

Stockholders’ equity 
Dividends 


1977 


$ 58,865 
17,176 
$ 17,576 


fA 


$ 917,802 
$1,606,697 
$1,288,648 
$ 129,095 


7.08 
7.24 
53.02 
2.80 
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1976 


$ 55,633 
$ 15,398 
$ 15,978 


$ 650,132 
$1,352,734 
$1,145,071 
$ 117,811 


6.35 
6.59 
48.57 
2.80 


FFA HA HP 


Percentage 
Increase 


lo Our “Stockholdess: 


The year just completed witnessed many posi- 
tive developments at American Security both in 
terms of current operating results and preparation 
for the future. The Corporation’s earnings reached 
an all-time high, and asset growth was the largest 
in our history. Consolidated net income of Ameri- 
can Security Bank and its parent, American Secur- 
ity Corporation, amounted to $17,576,000 ($7.24 
per share), an increase of 10 percent or $1.6 mil- 
lion over 1976. The return on average stock- 
holders’ equity was 14.3 percent. For nearly two 
decades American Security has posted annual 
increases in earnings, a record that is almost 
unique among major banks in the Mid-Atlantic 
States. 

At year-end total assets of the Corporation 
were $1,606,697,000, an increase of $254 million 
or 19 percent over December 31, 1976. 

Asset growth in 1977 was primarily due to a 
broad-based increase in commercial, consumer, 
international and real estate loans. Earnings from 
these assets, effective and responsible cost con- 
trols and an improved tax picture resulting from 
the growth of our state and municipal bond port- 
_ folio more than offset increases in the cost of 
doing business. A major cost was an increased 
loan loss provision totaling $3,372,000 which we 
believed to be prudent in view of the growing 
volume of loans. Actual losses in 1977 amounted 
to $1,015,000 or 46 percent lower than 1976 loan 
losses. In order to maintain the valuation allow- 
ance at a conservative level and in recognition of 
the projected growth in loans we contemplate sub- 
stantial increases in the valuation allowance in 
1978. 

In December 1977, the Board of Directors an- 
nounced its intention to increase the cash dividend 
in the first quarter of 1978 by 5 cents to 75 cents 
per share. The Board also directed that a proposal 
for a three-for-two split in the Corporation’s Com- 
mon Stock be submitted at the Annual Stock- 
holders Meeting on April 18, 1978. The proposal 
is fully described in the accompanying Proxy 
Statement. It is anticipated that the quarterly divi- 
dend rate on each share after the split will be 50 
cents, equivalent to the 75 cent rate established in 
the first quarter prior to the proposed split. 


Our business plan, broadly stated, is to con- 
tinue and to buttress the conservative management 
practices that have contributed to American Se- 
curity’s earnings and growth record. No one facet 
of our endeavors has received more attention than 
the improvement of systems, procedures, and 
audit reviews—the processes by which we con- 
trol our business. Beyond this, however, our plan 
sets new market goals in the community, in the 
region, and throughout the country. Crucial to 
achieving these market goals is a better product 
and a better way of presenting and delivering that 
product. The reports of our major business activi- 
ties, which follow, detail some of the more impor- 
tant efforts to improve the products and customer 
services offered by American Security. 


Central to our success as a bank is the social, 
political, and economic health of our community. 
We contribute most to our community by succeed- 
ing as a business enterprise. As a major employer, 
taxpayer, and supplier of financial services, our 
growth and earnings have an immediate, direct, 
and important impact on the City of Washington 
and the surrounding area. As an employer our 
practice is to employ and pay our staff on a fair 
and competitive basis, rewarding merit and without 
regard to race, religion, age, sex, handicap or 
marital status. As a lender and supplier of other 
financial services, we apply the same non-discrimi- 
natory standards of fairness. 


Here is how our business success in 1977 
translates into community benefits: 


—Salaries and employee benefits amounted to 
$15,984,000 in 1977, an increase of 5.6 percent 
over 1976. 


—Consumer and home loans totaled $256,030,000 
in 1977, an increase of 39 percent over 1976. 


—As a taxpayer, we provided $2,783,600 directly 
to the budget of the District of Columbia in 
1977. 


We also provide tangible support to civic, 
charitable, and cultural institutions in the Wash- 
ington area, and we offer the talents of our staff 
and other support to various non-profit and gov- 
ernmental bodies. 


In the interest of a better understanding of our 
financial results, we have brought forward mean- 
ingful graphical information from the financial sec- 
tion in the back of the report and placed it next to 
the relevant text. This Annual Report for the first 
time constitutes the full Annual Report on Form 
10-K as required by the Securities and Exchange 
Commission. 

Located in the Nation’s Capital at the gateway 
to the prospering Southeastern United States, with 
a sound capital base and talented and energetic 


NET INCOME PER SHARE 
$7.24 


$6.26 96:9 


$5.81 
$5.37 


RR NE a I ES re 
1973 1974 1975 1976 1977 


staff, we look to the future with confidence. On 
behalf of the men and women who work to make 
your investment a good one, we thank you for 
your support in the year gone by and assure you 
that we expect to continue to earn it in the year 


Vee 


Carleton M. Stewart 
Chairman of the Board 


Sincerely, 


W. Jarvis Moody 
President 


American Security directors Joe L. 
Allbritton and Paul H. Nitze with 
William H. Ryland, Senior Vice 
President—Corporate Banking 

(on left). 


Corporate “Banking 


Although the demand for commercial and in- 
dustrial loans nationally was not strong during 
1977, we were able to increase our loans in the 
corporate sector from $243 million to $327 million 
or 35 percent. Our share of these loans among 
the major District of Columbia banks is approxi- 
mately 30 percent. 

The ability to increase loan volume was due 
in large part to efforts in regional and national 
markets, and the source of much of our anticipated 
future growth in earning assets will be in these 
wider markets. As an example, we opened our first 
loan production office in Richmond, Virginia. This 
was an important step for us in this region and its 
success has encouraged application of the lessons 
learned in Richmond to other promising metro- 
politan areas. 

To better satisfy the specific requirements of 
corporate customers we have added considerable 
staff depth and experience in specialized indus- 
tries. Important examples are the energy-related 


industries—mining, petroleum, and public  util- 
ities—where special analytical and lending skills 
are needed and have been acquired. 


Evaluating our markets along geographical 
lines has led to the formation of a metropolitan 
group to develop and support the local Washing- 
ton market including the neighboring counties in 
Virginia and Maryland. A qualified, experienced 
staff of lending and cash management experts 
concentrates all its efforts on this vital segment of 
our corporate business. 


Washington, D. C. continues to attract trade 
and professional organizations and there is a 
growing movement of major corporate headquar- 
ters to this area. Our experience in dealing with 
government agencies and our Washington location 
provide unique business opportunities in the cor- 
porate banking area. 


Corporate loans accounted for 20 percent 
of the consolidated asset base at year-end. 


A major focus of the Bank’s Special 
Industries Group has been in coal 
production and transportation 
systems. We have assisted Seaboard 
Coast Lines and other railroads 

in providing an important 

link in the delivery of coal from 
mine to user. 


Through our Richmond Office we 
financed VEPCO’s pollution control 
installation at a power station near 
Richmond, Virginia, an important 
factor in improving the environment 
of Virginians living in the James 
River basin. 


American Security 
directors Andrew F. 
Brimmer and George C. 
McGhee with Gene L. 
Bennett, Senior Vice 
President—International 
(on Jeft). 


International “Banking 


The international lending market continued to 
provide sound opportunities for U.S. banks in 
1977, although interest rate spreads were less 
favorable. Our international loans increased from 
$81 million to $153 million, of which 36 percent 
mature in under one year. International loan assets 
constituted 10 percent of the consolidated asset 
base at year-end. 

Because of our location at the seat of federal 
government and at the gateway to the burgeoning 
southeastern region of the country, we have been 
provided unique opportunities to assist in the orga- 
nization of foreign companies establishing opera- 
tions in the U.S. and have subsequently been 
requested to provide or arrange a variety of finan- 
cial services for them. 

As of year-end 1977, we have direct relation- 
ships with 97 banks in 53 foreign countries, 
which allow us to provide a wide range of inter- 
national services to our clients doing business 
with those countries. At the same time we have 
regularly assisted our correspondents with bank- 
ing matters they or their customers may have in 
Washington. These activities range from checking 
and letter of credit transactions to opportunities to 
participate in loans. We have representation in 


four major international financial centers through 
our Edge Act affiliate, Allied Bank International. 

We entered a new lending field in 1977 which 
allows us to increase lending to developing coun- 
tries with greater certainty that we are coordinat- 
ing our lending to planned priority development 
projects. We have participated in eight Co-Finance 
Program loans with the World Bank, Inter-Ameri- 
can Development Bank and the Export-Import 
Bank, for a total of $14 million. We continue 
strong emphasis on assisting our clients and cor- 
respondent banks with various Export-Import 
Bank programs. 

Our loan portfolio continues to be broadly 
diversified. It contains no industry concentration 
and is spread over borrowers in more than 50 
countries. Countries are selected on the basis of 
economic growth, acceptable debt structure and 
projected stability. A significant percentage of 
loans are guaranteed by agencies of the United 
States Government, and we have had no losses on 
our international loans and none are presently 
foreseen. 

Information on the contributions of Interna- 
tional Banking to consolidated operations is pre- 
sented on the facing page. 


INTERNATIONAL BANKING 
DAILY AVERAGE BALANCES 


(in thousands) 1977 1976 
Balances in foreign banks $129,963 $132,909 
Loans to: 
Banks 14,183 4,998 
Other financial institutions 4,716 4,950 
Governments and official institutions 66,955 34,360 
Businesses 29,520 16,393 
115,374 60,701 
Other assets 6,896 13,010 
$252,233 $206,620 
Deposits: 
Deposits of banks located in foreign 
countries $105,039 $ 87,222 
Deposits of foreign governments, official 
institutions, central banks and 
international institutions 78,013 101,798 
Other 8,197 —_ 1,033 
191,249 190,053 
Other liabilities __ 60,984 16,567 
$252,233 $206,620 


INTERNATIONAL AND DOMESTIC OPERATIONS 
(in thousands) 


EUROPE LATIN AMERICA 
OPERATING REVENUES 
Comparable information is 
not available for 
1973 through 1975. 

$10,009 
$7,877 
$3,647 


$3,181 


1976 1977 1976 1977 
IDENTIFIABLE ASSETS: 
(in millions) 
At Year-End $67 $92 $120 $150 
Average $56 $44 $106 $152 


$3,372 


1976 


$68 
$45 


OTHER 


Financing exports for American companies like Jeep 
Corporation, a subsidiary of American Motors Corpora- 
tion, is an important service of our International Division. 


DOMESTIC CONSOLIDATED 
TOTAL OPERATIONS OPERATIONS 
$17,345 $73,669 $85,638 $87,289 $99,459 
$14,896 


$4,155 


1977 1976 1977 1976 1977 1976 1977 
$63 $255 $305 $1,123 $1,337 $1,353 $1,607 
$56 $207 $252 $1,049 $1,198 $1,232 $1,388 


Transactions between domestic and international operations are primarily purchases and sales of Federal funds between the Bank and its Nassau 
branch. Related interest is accrued at market rates prevailing at the time. For purposes of this presentation, certain internal allocations have been made 
to more properly reflect the contributions of International activities to the Corporation. Federal funds and allocated amounts are included in other inter- 
national operations. Amounts eliminated in the consolidation of domestic and foreign operations are as follows: 


(in thousands) 


Average assets 
Actual assets 
Revenues 


INTERNATIONAL AND DOMESTIC OPERATIONS 


1976 1977 
$(24,000) $(62,000) 
(25,000) (35,000) 
(1,276) (3,524) 


At year-end, the consolidated loan portfolio 
contained $3 million of loans denominated in for- 
eign currencies, while loans denominated in 
United States currency aggregated $939 million. 
The maturity profile of our loan portfolio is rela- 
tively short, as indicated in the table on page 26. 


The percentage 


of average consolidated 


assets attributable to foreign operations was 18 
percent for 1977 and 17 percent for 1976; while 
average foreign liabilities were 20 percent and 18 
percent of totals in those years. 
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Mortgage Here 


By Rudolph A. Pyatt Jr. 


Washington Star Staff Writer 


American Security Bank said today it will offer 
variable rate mortgages to homebuyers in the Dis- 
trict, making it the first bank in the area to make 
them available. 

The variable rate mortgage available in recent 
years, mainly in California as an alternative in- 
strument, has an interest rate which rises and falls 
with the prevailing market rate. Changes in the in- 
terest rate may accompanied by a change in 


. 
Off the length of the mortgage, the payment or both. 
rity ers Stock Plan Although the variable. rate foeeto: offers 
through 


several benefits to the homebuyer, the possibility 
dends will be 5 percent rd ger seek divi _ ee he may face sharp increases in his pay- 


its . The 5 percent dj = tomers is expected to escalate the heated competi- 
that are purchased with option also to shares tion among District banks for consumer besten. 
cash pay ASB said it will offer the loan as an alternative 


eee eo mission on the trict, with 

h : . with a mortgage of $75,000 or more. 
micas How. The variable-rate mortgages will be offered at 
ed toadminister the plan” % of 1 percent below ASB's current fixed-rate 


payments,” the noe sence — payments may be made’ in mortgages. Currently, the bank lends as much as 


$500 and 80 percent, up to a maximum of $100,000 in the Dis- 
not less than $25 trict, with a rate of 8% percent plus 1% points, ora 
are eligible rate of 9 percent and no points charged. 
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American Security innovations were well chronicled by the Washington press in 1977. 


‘Retail “Banking 


The retail banking market in the Washington 
area is characterized by increasing competition 
among banks, credit unions, and thrift institutions 
for consumer loans and deposits. 

We have maintained our market position 
through competitive pricing and greater promotion. 
We continue to develop new, more efficient and 
effective ways of delivering services that the 
consumer needs and wants. As a result, consumer 
loans increased 38 percent in 1977. 

A personal loan sale on two Saturdays in 
April and automobile loan campaigns in the Spring 
and Fall, focusing on lower rates and better terms, 
accounted for much of the increased volume. 

We installed our first mini-branch office in 
late 1977 on MacArthur Boulevard and plan sev- 
eral similar facilities as we develop skills in man- 
aging what we hope will become a most effective 
way of offering consumer services. 

We are testing a VISA card as a device to 
debit a checking account and access a personal 
line of credit. If successful we will supplement our 
checking account product bank-wide with VISA 


in coming months. 

A new certificate of deposit program was in- 
stituted in July and the customer response was 
encouraging. Automatic Teller Machines are being 
installed in a phased program in keeping with our 
goal of providing better and faster service, while 
lowering costs through organizational and techno- 
logical improvements. 

In addition to looking at better ways to reach 
and serve our suburban retail base we endeavor 
to improve our market share in the inner city. a 
major thrust of our retail banking effort is to in- 
crease mortgage, home improvement and small 
business loans in all sections of the District of 
Columbia. 

Growing competition among banks and non- 
banking financial institutions can, in our view, be 
most beneficial to consumers and to financial in- 
stitutions if laws and regulations are fairly and 
equitably applied. We strongly favor a phased re- 
moval of geographical and other competitive re- 
strictions that greatly increase cost and limit the 
options available to the banking public. 


An example of controlling 
expenses through technology is 
the new automated loan collection 
system (above) which was 
installed in late 1977. This system 
will enable the Bank to make 
more loans without increasing 
Staff levels. 


American Security directors 
Gilbert M. Grosvenor and Edwin 
K. Hoffman with J. Timothy 
Holland, Senior Vice President— 
Retail, at the new MacArthur 
Boulevard Office—prototype of 
American Security's mini-branch 
concept. 


American Security directors 
George B. Burrus and B. Francis 
Saul, I] with William C. Yowell, Jr., 
Executive Vice President—Real 
Estate (on left), at a major 
Bank-financed housing project at 
16th Street and Florida Ave., N. W. 


“Real ‘Estate 


The pace of commercial real estate construc- 
tion increased markedly in 1977, and both new 
housing construction and the resale of houses 
reached record levels during the year. Funds 
advanced on all American Security real estate 
loans in the area totaled $109.5 million, represent- 
ing an increase of $77.4 million. 

Our real estate loan portfolio increased from 
$196.8 million at year-end 1976, to $269.4 million 
at year-end 1977, an increase of 37 percent. Con- 
struction loans amounted to 18 percent of the 
real estate loan portfolio and residential and real 
estate-related commercial loans amounted to 82 
percent. Real estate loans comprised 29 percent of 
the Corporation’s total loan portfolio. Real estate 
loans serviced totaled $454 million at year-end, 
including 63 percent for the Bank’s portfolio and 
37 percent for other clients. 


10 


Major construction loan commitments in 1977 
included the complex at Georgetown Plaza, a 
development that enhances its surroundings and 
includes a hotel, retail stores and office space. 
We also are providing construction financing for 
many large office buildings and other important 
projects in the metropolitan area. 


During the year we stressed the acquisition of 
mortgage loans in the inner city areas of North- 
east, Southeast and the area east of Rock Creek 
Park in Northwest Washington, D. C. At year-end 
over $4 million in such loans had been made or 
were in process and higher goals are set for the 
coming year. Residential loans in the District of 
Columbia represented 52 percent of our total resi- 
dential loans originated in 1977. 


In October we became the first area bank to 
introduce variable rate mortgages which provide 
for fluctuations in the borrower’s rate of interest 
as prevailing market rates rise and fall. This type 
of mortgage gives the borrower the opportunity to 
make an individual judgment about future rates of 
interest and, if correct, to benefit from that judg- 
ment. 

In addition to its primary focus on real estate, 
the holding company, American Security Corpo- 
ration, also operates an insurance, property man- 
agement and travel agency business. The Federal 
Reserve Board has confirmed our grandfather 
rights to continue operating these businesses, and 
we are hopeful that they will continue to contribute 
to future earnings and growth. 
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Construction financing for projects 
like the planned Georgetown Plaza 
Complex is a significant part of our 
real estate portfolio. Completion 

of this project, located at 2800 
Pennsylvania Ave., N. W., is 
expected in mid-1979. 
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Trust officers like Augustus 

P. Crenshaw, Vice President, 
bring broad experience and 
technical knowledge into 
discussions with clients interested 
in planning their estates. 


“Trust 


The Washington area continues to provide an 
excellent market for trust services, particularly 
among institutional clients interested in pension 
and profit sharing services. We maintained our 
position in 1977 as the largest manager of trust 
assets in Washington and ranked 51st nationwide 
in the most recent listing by regulatory authorities. 

Trust revenues increased by 7 percent and 
assets managed continued to reflect substantial re- 
sponsibilities, with an aggregate of $1.9 billion. 

Another important factor in our market is the 
perceived need by both institutions and individuals 
for a professional corporate executor, trustee and 
fund manager in the face of recent, highly complex 
legislation. 

This same legislation, however, has contrib- 
uted to rising administrative costs which require 
focusing both on the pricing of trust services and 
their method of delivery—issues which have high 
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priority in the coming year. 

Market conditions have made it difficult for 
investment managers to sustain satisfactory re- 
sults. We achieved above average performance 
results in 1977 by increasing fixed income invest- 
ments and reducing our equity portfolio. Within the 
equity portfolio we concentrated on stable growth 
areas and stocks that produced higher current in- 
come yields. This has resulted in an increased 
emphasis on utility and health care issues and 
bank and financial service companies. 

We administer eight common trust funds 
which provide a choice of diversified investment 
Opportunities for a growing number of local, re- 
gional and national accounts. Pension funds for 
more than one million working Americans from 
coast to coast are managed by American Security. 

The charts which follow present significant 
trust and investment data. 


TRUST ASSETS 1973-1977 


$2,912 
3 BILLION , 2,885 
‘ CUSTODIAN pace 
MANAGED 
$2,055 
$2 BILLION 
$1 BILLION 


1973 1974 1975 1976 1977 


American Security directors 
Lloyd H. Elliott and George M. 
Elsey with Joseph L. Whyte, Vice 
Chairman—tTrust (on left), and 
Anthony J. D’Ermes, Senior Vice 
President—Trust (on right). 
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MANAGED ASSETS BY TYPE OF INVESTMENT 


Cash 

Time deposits 

U.S. Government bonds 
Municipal bonds 

Other bonds 

Mortgages 

Real estate 

Preferred stocks 
Common stocks 


All fixed income investments 
Real estate and equities 


LARGEST EQUITY HOLDINGS IN DISCRETIONARY ACCOUNTS 


Stock 


IBM 

General Electric 
Exxon 

American Tel. & Tel. 
Philip Morris 
Burroughs 

Phillips Petroleum 
Halliburton 

Southern Railway 

E. 1. DuPont 

Std. Oil of Indiana 
Minn. Mining & Mfg. 
Whirlpool 
Schlumberger 
Houston Industries 
Amer. Home Products 
General Motors 
Central Tel. & Util. 
Amer. Hospital Supply 
Texas Utilities 
Union Pacific 
Kerr-McGee 

Atlantic Richfield 
Southland 

K-Mart 


December 31, 1977 


December 31, 1977 


Shares Held 


187,000 
617,000 
628,000 
490,000 
283,000 
211,000 
487,000 
209,000 
262,000 

99,000 
234,000 
234,000 
470,000 
143,000 
318,000 
339,000 
135,000 
338,000 
289,000 
347,000 
155,000 
161,000 
140,000 
278,000 
253,000 
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Market Value 
(in thousands) 


$ 3,206 
18,834 
271,732 
100,006 
586,959 
81,164 
38,448 
13,212 
818,470 
$1,932,031 


$1,061,901 
870,130 


$1,932,031 


Shares Outstanding 
(in millions) 


149 
227 
448 
637 

60 


Percentage 
to total 


0.17% 
0.97 
14.06 
5.18 
30.38 
4.20 
1.99 
0.68 
42.37 


100.00% 


54.96% 
45.04 


100.00% 


Percentage of 
Capitalization Owned 


0.13% 
0.27 
0.14 
0.08 
0.47 
0.51 
0.32 
0.35 
1.75 
0.21 
0.16 
0.20 
1.31 
0.17 
1.10 
0.22 
0.05 


LARGEST EQUITY PURCHASES (1977) LARGEST EQUITY SALES (1977) 


ee ee ee, ans YE Se I ET 
Central Telephone and Utilities $6,700,619 Schlumberger $7,329,644 
E. |. DuPont 5,881,409 Air Products & Chemical 5,648,700 
Houston Industries 5,820,609 Heublein 5,566,273 
U.S. Steel 4,955,901 Caterpillar Tractor 4,440,801 
BankAmerica 3,963,948 Digital Equipment 4,175,745 
Bucyrus Erie 3,499,857 Deere 3,880,965 
Union Camp 2,495,900 Eastman Kodak 2,879,963 
Revion 2,397,369 Halliburton 2,679,500 
AMAX 2,191,152 Dow Chemical 2,379,492 
K-Mart 1,720,262 AMAX 2,335,003 


Almost $3 billion in Trust Division 
assets are held in American 
Security's vaults. 
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American Security director Joseph i 
V. Charyk with Douglas T. Ledwith, | 
Vice President—Treasury, in the 
Bank’s Money Center. 


“Téasury 


We began 1977 with interest rates at their low- 
est levels in nearly four years. Relative stability in 
the markets continued through the first quarter of 
the year whereupon a sustained period of rising 
short-term rates began, reaching a peak in Novem- 
ber. The primary driving force behind the rise in 
interest rates came from the Federal Reserve’s 
efforts to control growth in the key monetary 
aggregates. While total credit demand was moder- 
ate during the first six months of the year, this too 
increased later in the period with strong growth in 
regional bank lending surfacing during the second 
half, particularly in the fourth quarter. 

Our Treasury operations were expanded dur- 
ing the year as we became a registered dealer in 
municipal securities. American Security’s Money 
Market Center continues to be a growing operation 
as we have been successful in increasing our re- 
gional market penetration. 

Holdings of investment securities as of year- 
end 1977 increased modestly over the prior year 
through additions to our government portfolio, and 
the overall portfolio yield at year-end was im- 
proved to 8.30 percent from 7.90 percent on a pre- 
tax equivalent basis. 

In the liability management area we _ in- 
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creased our usage of certificates of deposit (CD’s) 
as well as lower-cost federal funds during the year 
in line with increased loan demand. The large ma- 
jority of our CD’s are sold to our broad base of 
regional and local customers. 

A detailed description of our total securities 
portfolio including the ten largest municipal secu- 
rities holdings as of December 31, 1977 is shown 
below and on the facing page. 


MUNICIPAL PORTFOLIO 
TOP TEN HOLDINGS 


December 31, 1977 
(in thousands) 


Rating issuer Par Value 
AAA State of Maryland $12,490 
A-1 Commonwealth of Pennsylvania 12,290 
AAA State of Oregon 11,725 
AAA State of California 11,100 
AA State of Connecticut 10,000 
AAA State of Wisconsin 8,525 
AA State of Louisiana 6,755 
A-1 State of New York 5,000 
A-1 Commonwealth of Massachusetts 4,780 
AAA State of Ohio 4,700 


Over 98 percent of the securities in our portfolio of obligations 
of states and political subdivisions was rated A or above by 
Moody’s Investor’s Service, Inc. at December 31, 1977. 


INVESTMENT PORTFOLIO AT YEAR-END 


(in thousands) 


TOTAL BOOK VALUE 


$314,991 
$308,809 


$251,503 


$235,151 
$227,402 


OTHER 
1974 
YIELDS, MARKET VALUE, AND MATURITIES 
December 31, 1977 
(in thousands) 
TOTAL 
Book Market 
Value Value Yield 
Maturity: 
Within 1 year $ 38,702 $ 38,804 7.98% 
1-5 years 100,860 101,073 8.35 
6-10 years 135,454 133,676 8.41 
Over 10 years 39,149 37,772 8.17 
Other 826 826 5.35 


Total $314,991 $312,151 8.30% 


Yields are stated on a pre-tax equivalent based on a combined Federal and District of Columbia income tax rate of 51 percent. 
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“Banking °Premises 


We announced in November of 1977 plans 
to expand the Operations Building at Seventh 
Street and Massachusetts Avenue, N. W. The ex- 
pansion will more than double the amount of space 
available to our operations and other staff func- 
tions. 

In December construction began on a new en- = = 
trance to the main banking lobby on Pennsylvania ——__F 
Avenue, directly across the Avenue from the U. S. —__-4 


Riki & 
~ Be 


4a A 
\ | 
i 
' 
i 


> 
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Treasury. The new entrance will conform archi- | owe 
tecturally to its surroundings, and will embellish preset’ 
the appearance of our face on the “Avenue of  — 
_ Presidents”. 
i —*- 
it — 


An artist’s rendering (left) of 
the expanded Operations 
Building and (above) of the 
new Pennsylvania Avenue 
entrance at the Main Office. 


BANKING PREMISES, EQUIPMENT, AND 
OTHER REAL ESTATE 


(in thousands) 
December 31, 1977 1976 


Premises: 
Land and buildings $14,741 $13,898 os . 
Laaadhiidenatoudiennis 1.987 1.983 The Corporation’s real estate holdings are set 
Furniture and equipment 7,046 4.895 forth in the tabular data atleft . Land, buildings and 
23,774 20,776 real estate leased to others reported herein repre- 
Real estate leased to others 507 507 sent wholly-owned properties of American Secu- 
24,281 21,283 rity Corporation. These properties consist of 
Less accumulated depreciation thirteen office buildings in Washington tae 7 
and amortization (9,257) (8,447) i g pareks rece ad 
asees so ie which are used primarily for the operations of the 
pst — —== Corporation. Twelve of the Bank’s branch offices 
Summary Of ACU: are located in buildings owned by the Corpora- 
Balance—beginning of ‘ ; : : : ; 
year $12,836 $12,984 tion, including the Main Office. Other banking 
Annual depreciation and offices are in leased space. 
amortization expense (1,001) (881) 
Assets acquired 3,215 781 
Retirements: 
Cost (217) (106) 
Depreciation 191 58 
Balance—end of year $15,024 $12,836 
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CFinancial “Review 


AMERICAN SECURITY CORPORATION AND SUBSIDIARIES 


INDEX TO FINANCIAL REVIEW AND OTHER FORM 10-K INFORMATION 


Parent 
Consolidated Only 
Management’s Discussion of Operations 19 42 
Financial Statements: 
For the Five Years Ended December 31, 1977: 


Statement of Income 20 40 
Statement of Changes in Stockholders’ Equity 34 34 
Statement of Changes in Financial Position 35 42 
Balance Sheet at December 31, 1977 and 1976 32 41 
Summary of Significant Accounting Policies 36 "42 
Notes to Financial Statements 38 43 
Report of Independent Accountants 43 43 
Daily Average Balance Sheet for the Three Years Ended 
December 31, 1977 33 —_— 
Quarterly Financial Information 21 _— 
Other Form 10-K Information 44 — 
Signatures 49 — 


MANAGEMENT’S DISCUSSION AND ANALYSIS OF OPERATIONS 
COMPARISON OF 1977 OPERATIONS WITH 1976 


Net income grew by 10.0 percent during 1977. Net revenues from operations 
increased by $3.2 million or 5.8 percent (stated on a pre-tax equivalent basis, the 
increase in net revenues was $5.5 million), which more than offset the $2.7 million 
(9.3 percent) increase in operating expenses. The provision for income taxes 
decreased during 1977 by $1.2 million (10.4 percent) because of the expansion 
in the average investment in tax-exempt securities. Income before security gains 
increased $1.8 million (11.5 percent); security gains of $400,000 were $180,000 
less than in 1976. Significant ratios for 1977 and the four preceding years are 
presented below. Additional discussion of 1977 operations follows. A compari- 
son of 1976 operations with those of 1975 is on page 31. 


1977 1976 1975 1974 1973 


Return on Average Assets 1.27% 1.25% 1.30% 1.18% 1.12% 
Return on Average 


Stockholders’ Equity 14.3 14.3 14.4 14.7 14.8 
Average Stockholders’ 
Equity to Average Assets 8.83 9.05 9.04 8.06 7.84 


19 


FIVE YEAR CONSOLIDATED STATEMENT OF INCOME 
AMERICAN SECURITY CORPORATION AND SUBSIDIARIES 


(in thousands) 

For the Years Ended December 31 
INTEREST REVENUES 

Interest and fees on loans 

Interest on Eurodollar placements 


Interest on federal funds sold and resell agreements 


Interest and dividends on: 
United States Government obligations 


Obligations of states and political subdivisions 


Other securities 
Total 


INTEREST EXPENSE 
Interest on: 
Deposits: 
Domestic 
Foreign branch 
Federal funds borrowed and repurchase 
agreements 
Notes payable 


Total 
NET INTEREST MARGIN 


OTHER REVENUES 


Trust department fee income 
Service charges on deposit accounts 
Other operating income 


Total 
NET REVENUES FROM OPERATIONS 


OPERATING EXPENSES 


Salaries and employee benefits 
Occupancy expense 
Equipment expense 

Provision for loan losses 
Other operating expenses 


Total 


INCOME BEFORE INCOME TAXES AND 
SECURITY GAINS 

Provision for income taxes 

Income before security gains 

Security gains net of taxes 


NET INCOME 


PER SHARE: 

Income Before Security Gains 
Net Income 

Dividends Paid 

Dividends Paid to Net Income 


1977 1976 1975 1974 1973 


$60,610 $49,452 $50,629 $59,480 $46,033 
7,800 8,927 9,280 8,899 6,423 
1,264 1,096 1,264 1,580 2,034 


9,650 10,334 8,597 8,402 7,998 
7,886 5,989 4,266 4,470 3,807 
56 73 78 100 106 


87,266 75,871 74,114 82,931 66,401 


—_—_——_ 
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27,620 27,053 27,505 24,300 21,953 


39.5% 425% 438.1% 425% 36.5% 


Per share amounts are based on weighted average shares outstanding in 1977 of 2,427,763 and 2,425,500 in 


1973 through 1976. 


See notes to the consolidated financial statements. 


CONSOLIDATED QUARTERLY FINANCIAL INFORMATION (unaudited) 


(in thousands) 1977 
For the Three Months Ended Dec. 31 Sept. 30 June 30 March 31 
Interest revenues $25,149 $22,201 $20,545 $19,371 
Interest expense 12,891 10,363 9,094 8,246 
Net Interest Margin 12,258 11,838 11,451 11,125 
Other revenues 3,172 3,068 3,066 2,947 
Net Revenues From Operations 15,370 14,906 14,517 14,072 
Operating expenses 8,442 7,779 7,626 7,398 
Income before income taxes and security gains/(losses) 6,928 7,127 6,891 6,674 
Provision for income taxes 2,478 2,637 2,697 2,632 
Income before security gains/(losses) 4,450 4,490 4,194 4,042 
Security gains/(losses) net of taxes (10) 6 23 381 
Net Income $ 4,440 $ 4,496 $ 4,217 $ 4,423 
Per Share: 1 
Income Before Security Gains/(Losses) $183 $ 1.85 S$. 142 >. Bee 
Net Income $ 1.83 $ 1.85 $ 1.74 $ 1.82 
Dividends Paid SB. - a3 $..../0 .. . e ae 
(in thousands) 1976 
For the Three Months Ended Dec. 31 Sept. 30 June 30 March 31 
Interest revenues $19,724 $19,408 $18,209 $18,530 
Interest expense 8,339 8,627 7,417 7,273 
Net Interest Margin 11,385 10,781 10,792 11,257 
Other revenues S010 2,688 2,607 2,610 
Net Revenues From Operations 14,898 13,469 13,399 13,867 
Operating expenses 7,731 7,154 7,001 6,694 
Income before income taxes and security gains 7,167 6,315 6,398 7,173 
Provision for income taxes 2,925 2,653 2,762 3,315 
Income before security gains 4,242 3,662 3,636 3,858 
Security gains net of taxes 440 130 2 8 
Net Income $ 4,682 $ 3,792 $ 3,638 $ 3,866 
Per Share: 
Income Before Security Gains S495 $20 $440 $ 1.59 
Net Income $ 1.94 $ 1.56 $ 1.50 $ 1.59 
Dividends Paid >. «f@ a {| > > .f0 
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NET INTEREST MARGIN 

The accompanying tables disclose the major factors causing the 
$4.8 million increase in the Net Interest Margin during 1977 (pre-tax 
equivalent basis using a combined Federal and District of Columbia 
income tax rate of 51 percent). 


Interest Revenues 
Interest revenues (pre-tax equivalent) rose $13.7 million because 


of increased income from an expanded portfolio of domestic and inter- 
national loans and tax-exempt securities. The daily average balances 
of domestic and international loans grew by 16 percent and 90 per- 


INTEREST RATES AND INTEREST DIFFERENTIAL 


(in thousands) 1977 
Daily Average Interest 
Average Yield/ Revenue/ 
Balance Rate Expense 


INTEREST-EARNING ASSETS: 


Eurodollar placements $ 128,790 6.06% $ 7,800 
U.S. Government obligations 136,526 7.07 9,650 
Obligations of states and political subdivisions 177,797 9.07 16,133 
Other securities 829 6.74 56 
Federal funds sold and resell agreements 22,628 5.59 1,264 
Domestic loans* 612,362 8.32 50,957 
International loans* 115,374 7.59 8,752 
Lease financing 18,758 9.99 1,219 

Total (pre-tax equivalent) 1,213,064 7.94 95,831 


INTEREST-BEARING LIABILITIES: 


8 ee a 


Savings deposits 223,179 4.53 10,119 
Certificates of deposit 234,709 5.50 12,907 | 
Foreign branch time deposits 159,516 5.54 8,844 
Total Deposits 617,404 5.16 31,870 | 
Federal funds borrowed and repurchase agreements 147,749 5.57 8,232 
Notes payable 10,353 4.75 492 
Total 775,506 5.23 40,594 | 
NET INTEREST-EARNING ASSETS $ 437,558 | 
Net interest margin (pre-tax equivalent) 55,237 | 
Plus FCNB net interest margin (net of consolidating eliminations) | 
Less pre-tax equivalent adjustment (8,565) 
Net Interest Margin $46,672 
Net Yield on Interest-Earning Assets (pre-tax equivalent) 4.58 


* Includes nonperforming loans. 


cent, respectively, and tax-exempt securities by 33 percent. A decline 
in yields on Eurodollar placements adversely affected the gain in in- 
terest income. 


Interest Expense 
The increase in interest expense during 1977 was $8.9 million. 


The daily average balances of interest bearing liabilities were ex- 
panded $146 million in 1977 and provided more than 84 percent of the 
funding required for the growth in the loan and investment portfolios. 
Greater use was made of Federal funds and repurchase agreements 
(up $52 million) and certificates of deposit (up $87 million). 


1976 1975 1974 
ann ln esi ciel lime tea clients emaetaceanecenresiamsinichcesagniseeliiniatails 
Daily Average Interest Daily Average Interest Daily Average Interest 
Average Yield/ Revenue/ Average Yield/ Revenue/ Average Yield/ Revenue/ 
Balance Rate Expense Balance Rate Expense Balance Rate Expense 


ne 


$ 131,681 


151,897 
133,804 
1,617 
19,349 
527,447 
60,701 
16,860 


1,043,356 


212,688 
146,049 


164,178 


522,915 
95,349 
10,873 

629,137 


414,219 


6.76% 
6.78 
9.13 
4.51 
5.65 
8.28 
7.50 
10.48 


7.90 


4.49 
5.40 
5.36 
5.03 
5.06 
4.74 
5.02 


$ 8,927 
10,334 


$109,264 


129,207 
98,423 
1,580 
21,026 
533,395 
48,829 


11,964 
953,688 


187,570 
152,376 


139,185 


479,131 
63,300 


12,475 
554,906 


$398,782 


8.49% 


6.65 
8.87 
4.96 
6.01 
8.53 
8.93 
8.51 


8.26 


4.50 
6.11 
6.40 
5.56 
5.69 
4.69 


5.56 


$ 9,280 
8,597 


$ 86,581 


124,439 
98,931 
1,577 
13,932 
538,596 
50,408 
4,161 


918,625 


166,368 
162,890 


110,152 


439,410 
84,343 
15,740 


539,493 


$379,132 


10.28% 
6.44 
8.65 
4.15 

10.28 
9.46 

10.84 
9.31 


9.13 


4.57 
8.12 
9.62 
r.1§ 
9.29 
4.81 
7.41 


$ 8,900 
8,019 


7,602 
13,219 
10,593 
31,414 

7,833 
756 
40,003 


(in thousands) 


INTEREST RATES AND INTEREST DIFFERENTIAL 


Interest Revenue and Expense 


1977-1976 1976-1975 
Change Change 
Attributable To Total Attributable To 
Rate Volume ___— Increase Rate Volume 
Change Change (Decrease) Change Change 
$( 935) $( 192) $( 353) $(2,063) $1,710 
391 ( 1,075) 1,737 197 1,540 
to te) 3,993 3,526 294 3,232 
27 ( 44) ( ( 7) 2 
( 15) ‘90... < (A et). (97) 
220 7,065 (1.764) .:¢ 1,272) ( 489) 
257 4,135 ( 24 Rie ames # © o 745 
Cae oe 636 107 529 
522 13,1fo 3,610 (3,650) 7,260 
70 475 1,132 2 1,130 
133 4,873 (1,403) (1,029) ( 374) 
yt - S6ay (By) (4,5oe) =: 1,465 
515 2,880 1,239 ( 421) 1,660 
eee treet ee) ( 2) Cee 
1,320 7,618 813 (3,096) 3,909 
( 798) 5,557 §$ 2,797 ( 554) 3,351 


Total 
Increase 
(Decrease) 
INTEREST-EARNING ASSETS: 
Eurodollar placements $( 1,127) 
U.S. Government obligations ( 684) 
Obligations of states and 
political subdivisions 3,881 
Other securities ( 17) 
Federal funds sold and 
resell agreements 168 
Domestic loans 7,290 
International loans 4,392 
Lease financing ( 206) 
Total 13,697 
INTEREST-BEARING LIABILITIES: 
Savings deposits 545 
Certificates of deposit 5,006 
Foreign branch time deposits 17 
Federal funds borrowed and 
repurchase agreements 3,395 
Notes payable ( 25) 
Total 8,938 
Net Interest Margin 
(pre-tax equivalent) $ 4,759 


See the facing page for details on average deposits 
which rose by $90 million (9 percent) to $1,087 million 
in 1977. At December 31, 1977, the aggregate amount 


NONINTEREST REVENUES 


Fees earned by the Trust Department increased 
$400,000. Service charge revisions in the latter part 
of 1976 contributed substantially to the $800,000 in- 
crease in income from service charges on deposit 


NONINTEREST REVENUES 
(in thousands) 


Trust fees 
Service charges 
Other 


Total 


OPERATING EXPENSES 


Operating expenses exclusive of the provision 
for loan losses increased by 7.4 percent with most of 
the increment related to the development of new 
programs and services. The provision for loan losses 


of foreign demand and time deposits in domestic 
offices was $45.5 million. 


accounts. Other operating income decreased some- 
what because of reduced income on securities held 
in the trading account. 


Change From 


| Prior Year 
1977 1976 1977 1976 
$ 5,803 $ 5,417 + 7% +14% 
2,774 1,940 +43% — 4% 
3,616 4,061 —11% +19% 
$12,193 $11,418 + 7% +12% 


was increased by $735,000 to $3.4 million to insure 
the continued adequacy of the valuation allowance 
for loan losses. 


DAILY AVERAGE DEPOSITS 


(in thousands) 


1977 1976 
I ceeehene c ic. ee en en 
Deposits: 
Domestic: 
Demand $ 469,403 $ 473,946 
Savings and other time 223,179 212,688 
Certificates of deposit: 
Denominations of $100,000 or more 163,353 85, 157 
Other 71,356 60,892 
Foreign branch 159,516 164,178 
$1,086,807 $ 996,861 
1975 1974 1973 
Domestic: 
Demand $ 483,034 $ 492,184 $ 497,628 
Savings and other time 187,570 183,284 299,938 
Certificates of deposit 152,376 168,698 . 
Foreign branch 139,185 110,152 94,700 
$ 962,165 $ 954,318 $ 892,266 


* Average certificates of deposits are included in savings and other time deposits. 


MATURITIES OF CERTIFICATES OF DEPOSIT IN DENOMINATIONS 


OF $100,000 OR MORE IN DOMESTIC OFFICES 


(in thousands) 


December 31 1977 

3 months or less $ 182,342 

4-6 months 37,501 

7-12 months 4,885 

Over 12 months 858 
$ 225,656 


LOANS 


The composition of loans at year-end 1977 is 
shown in the accompanying table along with the ma- 
turity distribution. At December 31, 1977, $198 mil- 
lion of the loans due after one year had floating or 
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adjustable rates, which change periodically with 
shifts in market rates (generally established prime 
rates). Fixed rate loans ($369 million) comprised the 
remainder of the portfolio due after one year. 


LOANS 


(in thousands) 


Real Estate Loans: 
Construction and land development 


December 31, 1977 


Amounts Due 


Within 
1 Year 


16,857 


1-5 
Years 


Over 


5 Years 


$ 25,118 $ 6,676 


Secured by 1 to 4 family residential properties 3,922 11,683 96,749 
Other 13,406 42,975 52,015 
_ 34,185 79,776 _ 155,440 
Loans to Financial Institutions: 
Domestic commercial banks 368 9,486 Str 
Real estate investment trusts 8,301 7,677 — 
Other depository institutions and mortgage 
companies 64,525 3,485 5,497 
Other 22,040 * 6,165 8,396 
_ 95,234 26,813 _ 17,670 
Loans for Purchasing or Carrying Securities 15,646 1,044 — 
Commercial and Industrial Loans 87,403 34,828 25,108 
Loans to Individuals for Household, Family and 
Other Personal Expenditures 43,880 83,402 16,394 
International Loans 54,573 87,305 11,581 
Other Loans 40,605 9,249 1,737 
Leveraged Lease Financing 276 2,619 11,531 
Direct Lease Financing 2,902 2,877 3 
$374,704 $327,913 $239,464 


Less: 


Unearned and deferred income 
Valuation allowance for loan losses 


— ———————— ——— 


| 
| 
f 


*“Comparable loan balances by detailed categories are not available for 1973 and 1974} 


NONPERFORMING LOANS 

Included in the loan portfolio are nonperform- 
ing loans aggregating $15 million at the end of 1977 
compared to $25 million at the end of 1976. 

Nonperforming loans include those past due as 
to interest or principal payments by sixty days or 
more, loans for which the terms have been renego- 
tiated to provide for a reduction or deferral of inter- 
est because of a weakening in the financial position 
of the borrower, and loans where the accrual of 
interest has been discontinued because of uncer- 
tainty as to collectibility. 
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Information on the amounts of nonperforming 
loans is presented on page 28; comparative informa- 
tion is not available for years prior to 1976. Addi- 
tional discussion of nonperforming loans is included 
under the heading ‘Valuation Allowance for Loan 
Losses”. a 

In 1977, interest income of $1.2 million was re- 
corded on nonperforming loans compared to $1.4 
million which would have been recorded under the 
Original terms of the loans. In 1976, the comparable 
amounts were $1.6 million and $2.1 million, re- 
spectively. 


December 31 


2 ca aacccaaaaaaaacaT 


1977 1976 1975 1974 * 1973 * 


22 acacia 


Percentage Percentage Percentage Percentage Percentage 
Balance toTotal Balance toTotal Balance toTotal Balance toTotal Balance to Total 


$ 48,651 5.16% $ 30,280 453% $ 47,684 7.89% 

112,354 11.93 80,305 12.01 77,375 42,80 

108,396 11.51 86,236 12.90 91,117 15.08 

269,401 28.60 196,821 29.44 916,176 35.77 $229,508 36.40% $203,145 32.12% 
13,631 1.44 13,143 1.97 1,200 .20 

15,978 = 1.70 16,865 2.52 21,261 3.52 

73,507 = .. 7.80 35,936 5.38 13,438 2.22 

36,601 3.89 35,709 5.34 49,588 8.20 

139,717 14.83 101,653 15.21 85,487 14.14 92,294 14.64 114,088 18.04 
16,690 1.77 7,292 1.09 2,440 .40 3,184 50 7,026 ~=-1.11 
147,339 15.64 127,172 19.02 110,568 18.29 109,574 17.38 96,470 15.25 
143,676 15.25 104,069 15.57 90,444 14.96 114.474 18.16 135,786 21.47 
153,459 16.29 80,977 12.11 54,582 9.03 

51,591 5.48 ater 4.13 26,019 4.31 69,612 11.04 69,323 10.96 
14,426 1.53 14,747 2.21 10,937 1.81 10,019 1.59 4,931 78 
. oa 61 eee. 1.22 7,775 1.29 1,809 . See. So 27 
942,081 100.00% 668,536 100.00% 604,428 100.00% 630,474 100.00% 632,494 100.00% 
(16,475) (12,957) (11,290) (12,564) (12,531) 

(7,804) (5,447) (4,675) (4,672) (4,603) 
$917,802 $650,132 $588,463 $613,238 $615,360 


VALUATION ALLOWANCE FOR LOAN LOSSES sult in future losses which have not been identified, 


The Corporation follows an anticipatory charge- 
off policy which mandates that a loan or a portion 
thereof be charged-off as soon as it is deemed un- 
collectible. In view of this policy, we do not allocate 
any portion of the valuation allowance to a category 
or group of loans because, if it were possible to do 
so, such loans would immediately be charged-off un- 
der our stated policy. Based upon experience, man- 
agement recognizes that at any point in time the 
loan portfolio includes certain loans which will re- 
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and accordingly, the allowance is maintained at a 
level considered adequate to cover losses which may 
be realized on the loan portfolio. The overall ade- 
quacy of the allowance is determined based upon 
the history of charge-offs and recoveries, industry 
experience, current economic conditions, and other 
factors which bear on collectibility. Historical data on 
the valuation allowance and a discussion of the 
current status of loans by major category is pre- 
sented on pages 29 and 30. 


NONPERFORMING LOANS 


(in thousands) 


Past Due and 
Nonaccruing 


$16,380 


1976 1977 
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Renegotiated, Exclusive 
of Past Due and Nonaccruing 


$8,655 $8,720 


1976 1977 


$25,035 


1976 


Total 


$15,436 


1977 


A ee 


American Security directors 
John T. Sapienza and A. James 
Clark with Thomas Bellinger, 
Chairman, Credit Policy 
Committee. 


LOANS AND THE VALUATION ALLOWANCE FOR LOAN LOSSES (in thousands) 


1973 1974 1975 1976 1977 


Total Loans at Year-End* 


83% 84% 
. ° See 


Valuation Allowance to Year-End Loans 


Net Charge-offs to Daily Average Loans 


Daily Average Loans* 
*Net of valuation allowance 


Valuation Allowance for Loan Losses 


Balance—beginning of year $ 4,473 $ 4,603 $ 4,672 $ 4,675 $ 5,447 
Provision charged to expense 819 1,169 1,520 2,637 3,372 
Charge-offs (858) (1,391) (1,731) (2,014) (1,123) 
Recoveries 169 291 214 149 108 

Net charge-offs (689) (1,100) (1,517) (1,865) (1,015) 
Balance at year-end $ 4,603 $ 4,672 $ 4,675 $ 5,447 $ 7,804 
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REAL ESTATE LOANS 


No real estate loans were charged off during 
1976 or 1977 and none are anticipated during the 
next 12 to 18 months, based on current information. 


LOANS TO FINANCIAL INSTITUTIONS 


Real estate investment trust (REIT) loans are 
the principal component of nonperforming loans due 
from financial institutions. In light of their weakened 
financial condition, certain loans to REIT borrowers 
have been renegotiated to provide for a reduction 
or deferral of interest and/or a deferral of principal 
payments. In 1976, anticipatory charge-offs total- 
ing $935,000 were made on several REIT loans 
based on an analysis of the financial condition of the 
borrowers. No additional charge-offs were considered 
necessary in 1977. It is not possible at the present 
time to evaluate the likelihood or to estimate the 
amounts of additional charge-offs, if any, which may 
be required; however, based on current information 
any such additional charge-offs should not have a 
material effect on future earnings. At December 31, 
1976 and 1977, the Corporation held no real estate 
acquired by exchange or foreclosure. 


CONSUMER LOANS 


The ratio of losses on consumer loans has not 


varied widely from one period to another. It is ex- 
pected that the losses, as a percentage of average 
consumer loans, in the next 12 to 18 months will be 
somewhat greater than those experienced in 1976 
and 1977, but will continue to be below industry 
averages. 


DOMESTIC COMMERCIAL AND INDUSTRIAL AND 
OTHER LOANS 


At December 31, 1977, domestic commercial and 
industrial and other loans classified as nonperform- 
ing represent insignificant percentages of average 
loans outstanding in those categories. Included 
among nonperforming loans were defaulted and past 
due government guaranteed student loans (less than 
$2 million) which had been placed on nonaccrual 
status at December 31, 1977; other nonperforming 
loans were not concentrated in any industry segment. 
Loss experience in the next 12 to 18 months is not 
expected to change materially from the recent his- 
tory. 


INTERNATIONAL LOANS 


Management does not believe that losses will be 
incurred on the $1 million of loans which were non- 
performing at December 31, 1977. It is not anticipated 
that losses will be incurred on any other interna- 
tional loans in the next 12 to 18 months. 


CHARGE-OFFS AND RECOVERIES BY LOAN CATEGORY 


1977 1976 
Ratio of Net Ratio of Net 
Net Charge-offs Net Charge-offs 
: Charge- Recov- Charge- to Average Charge- Recov- Charge- to Average 
(in thousands) offs eries offs Loans offs eries offs Loans 
Loans to financial institutions $ 935 $ 935 1.10% 
Commercial and industrial 
loans > G43. $18...$ 665 46% 511 $ 84 427 38 
Consumer loans 423 90 333 .24 327 64 263 wt 
Other loans 17 <— 7a .06 2 ae: 1 240 3.05 
$1,123.....$108.. $1,045 14 $2,014 $149 $1,865 .o1 
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COMPARISON OF 1976 OPERATIONS WITH 1975 


In 1976, net income increased by $793,000 or 5.2 
percent; income before security gains increased by 
$222,000 and security gains by $571,000. 

The pre-tax equivalent net interest margin in- 
creased by $2.7 million primarily as a result of in- 
creased holdings of investment securities which were 
up by $58 million (25 percent) and on which yields 
were improved by 29 basis points over 1975. Interest 
revenues rose by $3.6 million and interest expense by 
$800,000. As shown in the accompanying table, de- 
clines in interest rates partially offset the effects of 
increased volumes. Interest bearing liabilities in- 
creased by $74 million. Average deposits increased 
by $35 million with increases in savings and foreign 
branch deposits offset in part by a $6 million de- 
crease in average certificates of deposit. Federal 


funds borrowed and repurchase agreements were 
increased by $32 million to provide the majority of 
the additional funds required by the growth in earn- 
ing assets. 

Noninterest revenues were up $1.3 million or 
12.3 percent. Trust fees accounted for $700,000 of 
the increase and income from trading securities 
accounted for the remaining $600,000. 

Operating expenses other than the loan loss pro- 
visions increased moderately by $1.5 million or 6.3 
percent. In order to build the valuation allowance for 
loan losses relative to loan balances, the provision 
for loan losses was increased by $1.1 million. 

The provision for income taxes decreased by 
$674,000 or 5 percent because of the decline in tax- 
able income resulting from the increased proportion 
of earning assets represented by tax-exempt securi- 
ties. 


American Security directors R. L. 
lreland Ill and J. Donald Rauth with 
Michael F. Ryan, Senior Vice 
President—Personnel (on left), in 
the Teller Training Center. 
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CONSOLIDATED BALANCE SHEET 
AMERICAN SECURITY CORPORATION AND SUBSIDIARIES 


(in thousands) 


December 31 


1977 1976 
Actual Actual 
Balance Balance 
Assets 
Cash and due from banks $ 186,123 $ 142,001 . 
Eurodollar placements 136,750 143,400 
Investments: 
United States Government obligations 133,119 126,696 ~ 
Obligations of states and political 
subdivisions 181,046 180,645 
Other securities 826 1,468 
Trading account securities 2,027 13,769 
Federal funds sold and resell 
agreements 12,669 65,425 
Loans 917,802 650,132 
Accrued interest receivable 15,791 10,131 
Banking premises, equipment and other 
real estate 15,024 12,836 
Customers’ liability on acceptances 247 312 
Investment in subsidiary bank — es 
Other assets 5,273 5,919 
Total Assets $1,606,697 $1,352,734 
Liabilities 
Deposits: 
Demand $ 549,588 $ 511,188 
Time 502,614 425,152 
Foreign branch 236,446 208,731 
Total 1,288,648 1,145,071 
Federal funds borrowed and repurchase 
agreements 159,236 55,277 
Notes payable 9,900 10,420 
Accrued interest, taxes and expenses 17,156 12,821 
Liability on acceptances 247 312 
Other liabilities 2,415 11,022 
Total Liabilities 1,477,602 1,234,923 ~ 
Stockholders’ Equity 
Capital stock 9,740 9,702 
Capital surplus 27,604 27,243 
Retained earnings 91,768 80,990 
Net unrealized loss on marketable 
equity securities (17) (124) 
Total Stockholders’ Equity 129,095 117,811 
Total Liabilities and 
Stockholders’ Equity $1,606,697 $1,352,734 


See notes to the consolidated financial statements. 


CONSOLIDATED DAILY AVERAGE BALANCE SHEET 


AMERICAN SECURITY CORPORATION AND SUBSIDIARIES 


Average Percentage Average Percentage Average Percentage 
Balance to Total Balance to Total Balance to Total 
$ 144,942 10.5% $ 155,462 12.6% $ 173,108 14.9% 
128,790 9.3 131,681 10.7 109,264 9.4 
136,526 9.8 151,897 12.3 129,207 41, 
177,797 12.8 133,804 10.9 98 423 8.5 
829 7 1,617 7 1,580 4 
1,833 a 2,081 a — — 
22,628 1.6 19,349 1.6 21,026 1.8 
739,991 §3.3 600,252 48.7 589,144 50.5 
10,567 8 8,852 iY 5 8,592 rs 
12,894 9 12,973 1.0 13,003 4.1 
247 — 3,722 3 9,762 8 
— — 4,570 4 5,203 5 
11,107 8 6,123 = 7,340 6 
$1,388,151 100.0% $1,232,383 100.0% $1,165,652 100.0% 
$ 469,403 33.8% $ 473,946 38.5% $ 483,034 41.4% 
457,888 33.0 358,737 29.1 339,946 29.2 
159,516 1315 164,178 13.3 139,185 12.0 
1,086,807 78.3 996,861 80.9 962,165 82.6 
147,748 10.6 95,348 7.7 63,300 5.4 
10,353 8 10,873 9 12,475 1.1 
20,352 1.5 13,125 K4 11,191 1.0 
247 — 3,722 3 9,762 8 
91 — 903 — 1,442 x 
_1,265,598 91.2 1,120,832 90.9 “1,060,335 91.0 
9,711 oe 9,702 8 9,702 8 
27,324 2.0 27,243 2.2 27,243 2.3 
85,554 6.1 74,867 6.1 68,800 5.9 
(36) — (261) aie (428) ae 
122,553 8.8 Avior 9.1 105,317, 9.0 
$1,388,151 100.0% $1,232,383 100.0% $1,165,652 100.0% 
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CONSOLIDATED STATEMENT OF CHANGES 
IN STOCKHOLDERS’ EQUITY 


AMERICAN SECURITY CORPORATION AND SUBSIDIARIES 


PE OER OST ES So + 6 2 RRM Sa eae RA a RRA SSS A a ee eee 
(in thousands) 


For the Years Ended December 31 1977 1976 1975 1974 1973 
[akcsh bar SOs. DEA OR CMO RAeEE Ce 


Capital Stock 
Balance—beginning of year $ 9,702 $ 9,702 $ 9,702 $ 9,702 $ 9,702 
Issuance of 9,488 shares 


under dividend reinvestment 
plan 38 oun ma aa Pens sors 


Balance—end of year 9,740 9,702 9,702 9,702 9,702 


Capital Surplus 


Balance—beginning of year 27,243 27,243 27,243 27,243 27,243 
Issuance of 9,488 shares 
under dividend reinvestment 
plan 361 — — — — 
Balance—end of year 27,604 27,243 27,243 27,243 27,243 


Retained Earnings 


Balance—beginning of year 80,990 71,803 63,167 55,067 46,797 
Net income 17,576 15,978 15,185 14,091 13,024 
Cash dividends (6,798) (6,791) (6,549) (5,991) (4,754) 

Balance—end of year 91,768 80,990 71,803 63,167 55,067 


Net Unrealized Loss on 
Marketable Equity Securities 


Balance—beginning of year (124) (364) — = mer 
Net (increase)/decrease 107 240 (364) ote oe 
Balance—end of year (17) (124) (364) —_e om 


Total Stockholders’ Equity 
Balance—end of year $129,095 $117,811 $108,384 $100,112 $92,012 


See notes to the consolidated financial statements. 
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CONSOLIDATED STATEMENT OF CHANGES 


IN FINANCIAL POSITION 


AMERICAN SECURITY CORPORATION AND SUBSIDIARIES 


(in thousands) 


For the Years Ended December 31 1977 1976 1975 1974 1973 
Financial Resources Were 
Provided By: 
Net income $ 17,576 $ 15,978 $ 15,185 $ 14,091 $ 13,024 
Charges or (credits) to income 
not affecting funds: 
Depreciation and amortization 1,001 881 909 965 990 
Provision for loan losses Jule 2,637 1,520 1,169 819 
Deferred income taxes 391 2,412 1,238 2,430 2,389 
Net premiu rtization— 
Piscoune Eecfoton) 1,470 (983) 93 ( 226) 337 
Other (158) 372 162 me, co Aete) 
Total 6,076 5,319 3,922 4,118 4,416 
Financial r rovi 
ations. Same hee 23,652 21,297 19,107 18,209 17,440 
Increases in: 
Deposits 143,577 69,771 108,212 17,231 78,219 
Federal funds borrowed and 
repurchase agreements 103,959 — 19,238 — 42,423 
Issuance of capital stock 399 — aa — Sal) 
All other liabilities — 6,546 ~ 7,050 5,184 
Decreases in: 
Cash and due from banks — 71,365 — — 53,590 
Eurodollar placements 6,650 5,872 — — 3,638 
Investments — — — 7,188 —_ 
Trading account securities 11,742 — we <= = 
Federal funds sold and resell 
agreements 52,756 — — 63,150 an 
Loans asi soi mace 474 — 
Banking premises and equipment — on — = 3,359 
All other assets — 2,019 7,071 = =e 
$342,735 $176,870 $153,628 $113,302 $203,853 
Financial Resources Were 
Used For: 
Increases in: 
Cash and due from banks $ 44,122 $ 30,953 $ 53,210 - 
Eurodollar placements —— 48,586 15,883 
Investments 7,545 $ 56,084 36,731 — $ 4,023 
Trading account securities — 13,588 — —_ = 
Federal funds sold and resell 
agreements — 17,425 13,000 — 71,400 
Loans 271,042 59,067 5,326 a 115,597 
Banking premises and equipment 3,215 781 1,098 1,164 ame 
All other assets 4,765 a —— 7,585 3,798 
Decreases in: 
Federal funds borrowed and 
repurchase agreements — 22,614 — 28,471 cas 
All other liabilities 4,728 = 7,241 — ren 
Notes payable 520 520 4,144 998 4,281 
Cash dividends paid 6,798 6,791 6,549 5,991 4,754 
$342,735 $176,870 $153,628 $113,302 $203,853 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
AMERICAN SECURITY CORPORATION AND SUBSIDIARIES 


December 31, 1977 and 1976 


The accounting and reporting practices of 
American Security Corporation and Subsidiaries con- 
form to generally accepted accounting principles and 
to predominant accounting practices within the bank- 
ing industry. 


Principles of Consolidation 


The accompanying financial statements include 
the accounts of American Security Corporation and 
its subsidiaries (the Corporation), including American 
Security Bank, N.A. (the Bank). Through a reorganiza- 
tion effective April 1, 1976, American Security Corpo- 
ration became the parent of the Bank and the stapled 
share units were exchanged on a one-for-one basis 
for stock of American Security Corporation. This re- 
organization was accounted for as a pooling of 
interests. 

Investments in less than majority-owned entities 
are included in the accompanying financial state- 
ments on the equity basis of accounting. The Cor- 
poration’s 96 percent interest in Fairfax County Na- 
tional Bank (FCNB) was sold in 1976. At December 
31, 1975, and until the date of sale this investment 
was carried in the consolidated balance sheet at 
cost plus the increase in its equity since the date of 
acquisition. 

The accompanying financial statements have 
been adjusted to exclude all material intercompany 
transactions and accounts. Certain accounts in 1976 
have been reclassified for comparability. 


Securities 


Investment securities are carried at cost, ad- 
justed for amortization of premiums and accretion of 
discounts, except for certain marketable equity secu- 
rities held for investment which are carried at the 
lower of cost or market. A valuation allowance has 
been established by a charge to stockholders’ equity 
to adjust the carrying value of these equity securities. 
Trading account securities are carried at market. 


Loans 
Interest on Loans 


Interest on real estate, commercial and personal 
(time and demand) loans is accrued over the term of 
the loans based on the amount of principal outstand- 
ing except where serious doubt exists as to the col- 
lectibility of a loan, in which case the accrual of 
interest is discontinued. Unearned interest on dis- 
counted loans is recorded in income over the term 
of the loan using a method which results in a con- 
stant yield. 


Valuation Allowance for Loan Losses 
The valuation allowance for loan losses repre- 
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sents management’s estimate of an amount adequate 
to provide for possible losses which may be incurred 
in the realization of the loan portfolio. The provision 
for loan losses is charged to expense in an amount 
sufficient to maintain the valuation allowance at an 
adequate level. 

In their determination of the propriety of the 
amount of the valuation allowance, management 
takes into account factors which include historical 
trends in loan charge-offs and recoveries, industry 
experience, current economic conditions, and other 
factors which bear on collectibility. 


Leveraged and Direct Lease Financing 


The Corporation is an equity participant in a 
number of equipment lease trusts and partnerships. 
The equipment is acquired by the trusts and partner- 
ships with funds derived from equity participants and 
non-recourse debt financing (leverage) obtained from 
unaffiliated financial institutions. Income on the in- 
vestments is derived directly from the payments on 
the leases and investment tax credits and indirectly 
from the investment of temporary tax benefits. 

The financing method of accounting is used to 
record income on leveraged lease transactions for 
financial reporting purposes while the operating 
method of accounting is utilized for income tax pur- 
poses. The consolidated balance sheet includes the 
Corporation’s unrecovered investments in the lease 
trusts and partnerships and accordingly excludes 
its proportionate share of the non-recourse debt of 
the trusts and partnerships which approximates 
$24,123,000 and $25,100,000 at December 31, 1977 
and 1976, respectively. 

Direct lease transactions are accounted for on 
the financing method of accounting for financial re- 
porting and tax purposes. 


Banking Premises, Equipment and Other Real Estate 


Banking premises, equipment and other real 
estate is stated at cost less accumulated depreciation 
and amortization. Depreciation is calculated on a 
straight-line basis over the estimated useful lives of 
the assets which vary up to 40 years on buildings and 
up to 20 years on equipment. Maintenance and re- 
pairs are charged to operating expenses and im- 
provements are capitalized. At retirement the costs of 
the assets and the related accumulated depreciation 
are removed from the financial records and any re- 
sulting gain or loss is recognized in the year of 
retirement. 


Translation of Foreign Currency Items 


Certain accounts included in the accompanying 
balance sheet represent foreign currency balances. 


For financial reporting purposes these balances are 
translated into U.S. currency by use of the exchange 
rate in effect at the balance sheet date. Recognition 
of any unrealized gain or loss from such translation 
is recorded as income or expense in the consolidated 
statement of income. 

Foreign exchange income, which is insignificant 
and includes translation gains and losses and foreign 
exchange trading income, is included in other income 
in the consolidated statement of income. Foreign 
exchange trading income arises from contracts for 
future purchases of foreign currencies, entered into 
primarily in support of letters of credit issued for 
customers and denominated in foreign currencies. 


Income Taxes 


The Corporation accounts for certain income 
and expense items in different time periods for finan- 
cial reporting purposes than for income tax purposes. 
Provision for deferred taxes is recorded in recogni- 
tion of such timing differences. For financial report- 
ing purposes investment tax credits realized at the 
time of acquisition of property are treated as a reduc- 
tion of the current provision for income taxes, except 
as they arise in connection with leveraged lease 
transactions where they are recognized as an adjust- 


American Security directors 
James F. Collins and L. Stanley 
Crane with Alan F. Rothmayer, 

Senior Vice President— 
Operations, viewing one of the 
Bank’s 370/148 computer 
consoles at the Data Processing 
Center. 


ment of the yield resulting from the lease. For tax 
purposes investment tax credits related to leveraged 
lease transactions are used as a reduction of the 
current year’s tax liability. 


Earnings Per Share Computations 


Per share computations are based upon the 
weighted average number of shares of capital stock 
outstanding, which were 2,427,763 in 1977, and 
2,425,500 in 1976. The computations excluded shares 
issuable upon the exercise of stock options because 
their effect is insignificant. 


Pension Plan and Thrift and Savings Plan 


The Corporation has a pension plan and a thrift 
and savings plan for the benefit of its eligible em- 
ployees. 

The pension plan is a non-contributory plan 
funded by the Corporation whereas the thrift and 
savings plan is a voluntary savings program in which 
eligible employees may invest up to 10 percent of 
their base salaries and the Corporation makes con- 
tributions equal to 50 percent of the amounts so 
invested. 

It is the Corporation’s policy to fund the costs of 
such plans as they accrue. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AMERICAN SECURITY CORPORATION AND SUBSIDIARIES 


1. INVESTMENTS 


Refer to heading ‘“‘Investment Portfolio at Year- 
End” on page 17, for information on the investment 
portfolio. 


2. BANKING PREMISES, EQUIPMENT AND OTHER 
REAL ESTATE 


Refer to the schedule titled Banking Premises, 
Equipment and Other Real Estate which is included 
on page 18 of this report. 


3. INVESTMENTS CARRIED AT EQUITY 


During 1977 and 1976, the Corporation and its 
subsidiaries held a minority interest in Allied Bank 
International (5.56 percent), an Edge Act Corporation. 
The schedule below presents the activity recorded 
for this investment which was accounted for on an 
equity basis. 

On May 4, 1977, the Corporation sold its 33 per- 
cent interest in The Provident-Security Investment 
Corporation, a mortgage banking-real estate com- 
pany, for cash and a note receivable aggregating 
$1,000,000. This note was paid during 1977. As a 
result of the sale, the Corporation recognized income 
of $42,000 after taxes. 


Allied Bank 
International 


(in thousands) 


1977 1976 
Carrying value—beginning of year $2,437 $2,321 
Equity in earnings 157 146 
Cash dividends received (100) (30) 
Carrying value—end of year $2,494 $2,437 


On November 12, 1976, the Corporation sold its 
96 percent interest in Fairfax County National Bank 
(FCNB) to Virginia National Bankshares, Inc. (VNB). 
The Corporation received VNB’s ten-year 8.25 per- 
cent note in a principal amount of $5,277,140 which 
was the equivalent of the carrying value of the Cor- 
poration’s investment in FCNB. Interest is payable 
semi-annually. The principal is payable as follows: 


(in thousands) 


1981 $ 400 
1982 500 
1983 600 
1984 600 
1985 600 
1986 2,577 

$5,277 
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4. NOTES PAYABLE 


Unsecured subordinated 4%4 percent capital 
notes of the Bank outstanding in the amount of 
$9,900,000 and $10,420,000 at December 31, 1977 and 
1976, respectively, are payable $520, 000 annually 
through 1984 with a final payment of $6,260,000 due 
November 15, 1985. Interest is payable semi-annually. 


5. INTERNATIONAL AND DOMESTIC OPERATIONS 


See graph titled International and Domestic 
Operations which is included on page 7. The Cor- 
poration defines its International operations to be 
comprised of the activities of the Bank’s International 
Banking Division, including the Bank’s offshore 
branch in Nassau, Bahamas. International loans in- 
clude $12,205,000 of loans guaranteed by the United 
States Government, and also include loans guar- 
anteed by United States affiliates of foreign borrow- 
ers. The Corporation’s operations are principally 
banking related activities in the domestic and for- 
eign markets. Non-banking activities are not sig- 
nificant. 


6. INCOME TAXES 


The components of the provision for income 
taxes and the sources of deferred income taxes for 
the indicated periods were: 


(in thousands) 1977 1976 1975 1974 1973 
Currently payable 
Federal and foreign $ 6,895 $ 6,645 $ -. 186 $ 6,158 $ 5,859 
State “3,520 3,128 1,913 1,621 1,361 
10,415 9,773 11,099 7,779 7, ~ 7,220 
Deferred 
Federal 900 2,185 510 2,414 2,393 
State (509) 227 728 16 (4) 
391 2,412 1,238 2,430 2,389 
Total income taxes 10,806 12,185 12,337 10,209 9,609 
Applied to security gains (362) (530) (8) — (245) 


$10,444 444 $11,655 $12,329 $10,209 $9,364 9,364 


Provision for income taxes 


Sources of deferred income taxes: 


Leveraged leasing: 
Deferred investment tax 


credits 789 $ 243 $ 288 $ 1,031 


Other current tax benefits $ 1,680 1476 1,412 2,027 437 
Provision for loan losses (987) (249) 84 31 963 
Other (302) 396 (501) 84 — (42) 


$_391 391 $ 2,412 $ 1,238 $ 2,430 $_ 2,389 2,389 


The difference between the tax provision in the 
Consolidated Statement of Income and amounts 
computed by applying a Federal income tax rate of 
48 percent to income before income taxes and secu- 
rity gains is attributable to the following: 


1976 1975 1974 


ae 


(in thousands) 


Income tax computed at 
statutory Federal rate 
of 48 percent 

Add (subtract): 


State tax—net of Federal 


1977 1973 


$13,257 $12,985 $13,162 $11,664 $10,537 


tax benefit 1,566 1,745 1,373 851 706 
Tax-exempt municipal bond 

interest (3,763) (2,875) (2,025) (2,111) (1,787) 
Other (616) (200) (181) (195) (92) 


Provision for income taxes 


Effective tax rate 


7. CAPITAL STOCK 


At December 31, 1977, 3,500,000 shares of com- 
mon stock, $4.00 par value, were authorized. Issued 
and outstanding shares totaled 2,434,988 and 
2,425,500 shares at December 31, 1977 and 1976, 
respectively. 


American Security Corporation has 150,000 
shares of its common stock authorized for issuance 
to its key executives and those of its subsidiaries 
under a Stock Option Plan approved by stockholders 
in April 1977. Options granted are priced at 100 
percent of the fair market value of the stock on the 
date of grant and must be fully paid upon exercise. 
Options generally are exercisable in cumulative an- 
nual installments after one year and before the end 
of the tenth year from the date of grant. 


Number 
of 
Rai Option Price Market Price* 
to Per Per 
Option Share Total Share Total 
Shares outstanding 
at end of: 
1976 112,000 $41.25 $4,620,000 $41.25 $4,620,000 
1977 140,300 $41.25- 5,933,950 $41.25- 5,933,950 
$45.13 $45.13 
Shares which became , 
exercisable in 1977 24,000 $41.25 990,000 $43.88 1,053,120 


*Based on closing prices on the Over the Counter market on dates shares 
subject to option were granted or became exercisable. 


No options granted through December 31, 1977 
had been exercised as of that date. At December 31, 
1977, 9,700 shares were reserved for issuance under 
the Plan. 


American Security also has a Dividend Reinvest- 
ment Plan which was established in 1977, pursuant to 
which dividends and limited optional cash payments 
may be invested in common stock at prices approxi- 
mating 95 percent of market value at the date of in- 
vestment. Through December 31, 1977, 9,488 shares 
had been issued at prices ranging from $43.25 to 
$41.64. At December 31, 1977, a total of 90,512 shares 
were reserved for issuance under this plan. 


8. COMMITMENTS, CONTINGENT LIABILITIES AND 
OTHER MATTERS 


During the normal course of business of the 
Corporation there are outstanding commitments, 
lines of credit and contingent liabilities, such as 
guarantees and commitments to extend credit 
(including standby letters of credit aggregating 
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$26,321,000 at December 31, 1977), which are not re- 
flected in the accompanying financial statements. 


Commitments and lines of credit are provided 
for short-term, seasonal liquidating loans to permit 
customers to avail themselves of attractive supplier 
terms or to meet other temporary requirements for 
funds. The Corporation does not anticipate losses as 
a result of these transactions. 


Property held or administered in a fiduciary or 
agency capacity is not included in the accompanying 
financial statements since such property is not an 
asset of the Corporation. 


The aggregate rent expense for premises and 
equipment for the indicated periods was as follows: 
1977, 1976 197519741973 
$1,819 $1,803 $1,883 $1,958 $1,810 
Basic annual rentals for long-term leases entered into prior to Decem- 


ber 31, 1977, related sublease revenues, and aggregate rentals (net of sub- 
lease revenues) are: 


(in thousands) 
Aggregate rentals 


Basic Sublease Aggregate Rentals 

(in thousands) Rentals Revenues (Net of sublease Revenues) 
1978 $ 689 $ 178 $ 511 
1979 629 178 451 
1980 522 169 3o3 
1981 446 151 295 
1982 437 151 286 
1983-1987 1,426 23 1,403 
1988-1992 478 — 478 
1993-1994 95 a 95 
$4,722 $ 850 $3,872 


The terms of such leases do not qualify the transactions as eligible for 
capitalization. 


The following table presents total pension costs 
and thrift and savings plan costs for the indicated 
periods: 


(in thousands) 1977 1976 1975 1974 1973 
Pension costs $ 669 $ 631 $ 600 $ 861 $ 795 
Thrift and savings 

plan costs 318 272 226 215 211 
987 $ 903 $ 826 $1,076 $1,006 


Pension costs in 1977, 1976, and 1975 decreased 
from the two prior years as a result of Plan amend- 
ments. 


In June, 1977, the Corporation entered into an 
agreement to sell a portion of its bank premises 
having a book value of $1,561,000 as of December 31, 
1977. The terms of the agreement provide for pay- 
il cash of $2,073,000, with settlement to occur 
in : 


At December 31, 1977, there were no material 
pending legal proceedings, other than ordinary rou- 
tine litigation incidental to the business of the Cor- 
poration, to which the Corporation was a party or of 
which any of the Corporation’s property was subject. 
In addition, no such material legal proceedings were 
known to be contemplated by government authorities 
at year-end 1977. 


9. QUARTERLY FINANCIAL INFORMATION 
(unaudited) 


Refer to “Consolidated Quarterly Financial In- 
formation” on page 21. 


FIVE YEAR STATEMENT OF INCOME 


AMERICAN SECURITY CORPORATION (Parent Corporation Only) 


(in thousands) 


For the Years Ended December 31 1977 1976 1975 1974 1973 
Revenues 
Interest and fees on loans $ 1,027 $ 984 $ 546 $ 492 $ 778 
Dividends from subsidiaries and affiliates: 

American Security Bank, N.A. 5,094 4,123 6,063 5,506 4,268 

Other subsidiaries and affiliates — 181 117 325 92 
Interest, fees and other income from 

American Security Bank, N.A. 1,863 2,201 2,291 2,541 2,232 
Other operating income 1,054 927 922 832 815 

Total 9,038 8,416 9,939 9,696 8,185 
Operating Expenses 
Salaries and other employee benefits 954 913 891 884 833 
Interest expense 170 174 222 HF 401 
Other operating expenses 979 703 669 689 715 
Total 2,103 1,790 1,782 1,946 1,949 

Income before income taxes, 

undistributed earnings of subsidiaries 

and affiliates, and security gains/(losses) 6,935 6,626 8,157 7,750 6,236 
Provision for income taxes 919 2 12 1,100 1,037 973 
Income before undistributed 

earnings of subsidiaries and affiliates 

and security gains/(losses) 6,016 5,334 7,057 6,713 5,263 
Undistributed earnings of 

subsidiaries and affiliates, excluding 

security gains/ (losses) 

American Security Bank, N.A. 11,134 9,890 7,980 7,342 7,016 

Other subsidiaries and affiliates 26 174 139 36 310 
Income before security gains/ (losses) 17,176 15,398 15,176 14,091 12,589 
Security gains/(losses) net of taxes: 

Parent corporation 21 5 — -— 388 

American Security Bank, N.A. 379 569 9 — (6) 

Other subsidiaries and affiliates — 6 — — 53 
Net Income $17,576 $15,978 $15,185 $14,091 $13,024 
Per Share: 
Income Before Security Gains/(Losses) $ 7.08 $ 6.35 $ 6.26 $ 5.81 $ 5.18 
Net Income $ 7.24 $ 6.59 $ 6.26 $ 5.81 3: 3:37 
Dividends Paid $ 2.80 $ 2.80 > 20 S:-=2As $ 1.96 


Per share amounts are based on weighted average shares outstanding of 2,427,763 in 1977 and 2,425,500 


in 1973 through 1976. 


See notes to financial statements. 


BALANCE SHEET 


AMERICAN SECURITY CORPORATION (Parent Corporation Only) 


(in thousands) 


December 31 1977 1976 

Assets 

Cash in American Security Bank, N.A. $ 2,938 $.°.1,523 

Investments in subsidiaries and affiliates, at equity: 

American Security Bank, N.A. 114,410 102,897 
Other subsidiaries and affiliates 1,090 1,988 

Other investment securities 126 768 

Loans 5,516 5,679 

Banking premises, equipment and other real estate 6,913 7,133 

Other assets 687 642 
Total Assets $131,680 $120,630 

Liabilities 

Note payable $ 1,942 $ 2,009 

Accrued interest, taxes and expenses 643 810 
Total Liabilities 2,585 2,819 

Stockholders’ Equity 

Capital stock 9,740 9,702 

Capital surplus 27,604 27,243 

Retained earnings 91,768 80,990 

Net unrealized loss on marketable equity securities SH: (17) (124) 
Total Stockholders’ Equity 129,095 117,811 
Total Liabilities and Stockholders’ Equity $131,680 $120,630 


See notes to financial statements. 


American Security directors 
Leonard L. Silverstein and Edward 
B. Crosland with G. Stimson 
Eveleth, Comptroller. 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
AMERICAN SECURITY CORPORATION (Parent Corporation Only) 


(in thousands) 


For the Years Ended December 31 1977 1976 1975 1974 1973 
Financial Resources Were Provided By: 
Net income $17,576 $15,978 $15,185 $14,091 $13,024 
Charges or (credits) to income not 
affecting funds: 
Undistributed earnings of subsidiaries 
and affiliates: 
American Security Bank, N.A. (11,513) (10,459) (7,989) (7,342) (7,010) 
Other subsidiaries and affiliates (26) (180) (139) (36) (363) 
Other, net 39 277 304 311 286 
Financial resources provided eS 
by operations 6,076 5,616 7,361 7,024 5,937 
Increases in: 
Accrued interest, taxes and expenses 160 111 4 — 272 
Issuance of capital stock 399 sal =a aed es 
Decreases in: 
Cash — 744 2,894 -— — 
Investments in other subsidiaries 
and affiliates 924 199 — 639 — 
Loans 23 oa 444 15 153 
Other investment securities 749 657 — — 3,131 
Banking premises, equipment and 
other real estate — a — — 590 
Other assets _ — 185 39 a 
$ 8,331 $ 7,327 $10,888 ee $10,083 
Financial Resources Were Used For: 
Increases in: 
Cash $ 1,415 $ 907 $ 3,978 
Investments in other subsidiaries ; 
and affiliates — — 758 
Other investment securities _ $ 659 3 — 
Loans —_ $ 159 — — —_ 
Banking premises, equipment and 
other real estate 6 4 — 4 —_ 
Other assets 45 312 — — 90 
Decreases in: 
Accrued interest, taxes and expenses a ——- — 282 ~— 
Notes payable 67 61 3,680 530 503 
Cash dividends paid 6,798 6,791 6,549 5,991 4,754 
$ 8,331 $ 7,327 $10,888 $ 7,717 $10,083 


AMERICAN SECURITY CORPORATION 


(PARENT CORPORATION ONLY) 


American Security Corporation’s (ASC or Par- 
ent Corporation) accounting policies conform in 
all material respects to those of the consolidated 
group as set forth elsewhere in this report. 


The principal income components for ASC are 
dividends, undistributed earnings, interest, fees, 
and other income from American Security Bank, 
N.A. The level of intercorporate dividends 
is based on the projected cash flow requirements 


= 


of ASC. Other operating expenses include amounts 
related to certain administrative services performed 
by the Bank for the benefit of ASC, based on the 
estimated value of such services. For 1977, the 
intercorporate charges for such services were 
$145,000 compared to $30,000 for 1976. 

The operations of ASC with unaffiliated 
parties did not constitute material components of 
income before security transactions or net income 
for the years 1973-1977. 


AMERICAN SECURITY CORPORATION (Parent Corporation Only) 


Other investment securities are comprised of the 
common stock of an unaffiliated bank and of the Fed- 
eral National Mortgage Association. At December 31, 
1977 and 1976, marketable equity securities were car- 
ried at $126,000 and $768,000, net of a valuation allow- 
ance of $17,000 and $124,000, respectively. In 1977, 
the Corporation sold its 33 percent interest in The 
Provident-Security Investment Corporation (refer to 
Note 3 to the Consolidated Financial Statements). 


Loans included in the accompanying balance 
sheet are receivable from unaffiliated borrowers. The 
8% percent secured note payable of the Parent Cor- 
poration, due 1992, is payable to its wholly-owned 
subsidiary, American Security Bank, N.A. The aggre- 
gate maturities of the note payable due each year for 
the next five years and in the aggregate thereafter are: 


(in thousands) 
* #2 


1978 

1979 79 
1980 86 
1981 93 
1982 102 
1983-1992 1,510 


Depreciation expense for 1977 and 1976 was 
$226,000 and $227,000, respectively. Accumulated de- 
preciation at December 31, 1977 and 1976, aggregated 
$3,780,000 and $3,561,000, respectively. 


The components of the provision for income 
taxes and the sources of deferred income taxes for 
the indicated periods were: 


(in thousands) 1977 1976 1975 1974 1973 
Currently payable 
Federal $ 978 $1,006 $ 828$ 840$ 990 
State 281 238 234 155 174 
1,259 1,244 1,062 995 1,164 
Deferred 
Federal (242) 37 22 27 4 
State (85) 13 16 15 1 
(327) 50 38 42 5 
Total income taxes 932 1,294 1,100 1,037 1,169 
Applied to security gains (13) (2) = — (196) 


Provision for income taxes 


a ie 


Deferred income taxes for the years 1973 through 
1976 were primarily attributable to taxes provided on 
the Corporation’s equity in the undistributed earnings 
of its mortgage banking-real estate affiliate. 

The difference between the tax provision in the 
Statement of Income and amounts computed by apply- 
ing a Federal income tax rate of 48 percent to income 
before income taxes and security gains is attributable 
to the following: 


(in thousands) 1977 1976 1975 1974 1973 


Income tax computed at statutory 
Federal rate of 48 percent 
Add (subtract): 
Dividends received from sub- 
sidiaries and affiliates 
Other 


Provision for income taxes 


$ 3,329 $ 3,180 $ 3,915 $ 3,720 $ 2,993 


(2,445) (2,066) (2,966) (2,799) (2,092) 
35 178 151 116 72 


13.3% 19.5% 13.5% 13.4% 15.6% 


Effective tax rate 


The Parent Corporation’s provision for income 
taxes is provided on a separate return basis. 


Refer to Note 7 to the Consolidated Financial 
Statements. 


Pension Plan and Thrift and Savings Plan ex- 
penses for the indicated periods are presented below: 


(in thousands) 
1977 1976 1975 1974 1973 


Pension Plan 
Thrift and Savings Plan 22 21 18 16 14 


—  ——— i — I TS 


Long-term leases entered into prior to Decem- 
ber 31, 1977 provide for basic annual rentals of ap- 
proximately $67,000 in 1978 through 1982, $20,000 per 
year (1983-1992), and total rentals of $526,000 over the 
lives of the leases. The terms of such leases do not 
qualify the transactions as eligible for capitalization. 


(in thousands) 
1977 1976 1975 1974 1973 


ees 


Depreciation and amortization of property, 


plant and equipment $226 $227 $229 $230 $240 
Depreciation and amortization of intangible 

assets — — $38 $39 $M 
Taxes other than income taxes $60 $57 $52 $50 $ 53 
Rents $81 $87 $83 $ 87 $ 88 


To the Board of Directors and Stockholders of American Security Corporation 


In our opinion, the financial statements listed in the accompanying index on page 19 present 
fairly (1) the consolidated financial position of American Security Corporation and its subsidiaries at 
December 31, 1977 and 1976, and the results of their operations and the changes in their financial 
position for the five years ended December 31, 1977, and (2) the financial position of American Secu- 
rity Corporation (Parent Corporation) at December 31, 1977 and 1976, and the results of its operations 
and the changes in its financial position for the five years ended December 31, 1977, all in conformity 
with generally accepted accounting principles consistently applied. Our examinations of these state- 
ments were made in accordance with generally accepted auditing standards and accordingly included 
such tests of the accounting records and such other auditing procedures as we considered necessary 


in the circumstances. 


January 16, 1978 
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SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549 


FORM 10-K 


Annual Report Pursuant to Section 13 or 15(d) of 
the Securities Exchange Act of 1934 


For the fiscal year ended December 31, 1977 Commission file number 0-991 


American Security Corporation 


Washington, D.C. 
730 Fifteenth Street, N.W., Washington, D.C. 20013 53-0238472 
(202) 624-4000 
Securities registered pursuant to Section 12(b) of the Act: 


Name of each exchange on 


Title of each class which registered 


None None 


Securities registered pursuant to Section 12(g) of the Act: 
Common Stock, par value $4.00 per share 


Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) 
of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the regis- 
trant was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. 
Yes X No 


Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of the close of 
the period covered by this report, 2,434,988—all one class. 


THIS REPORT HAS NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND EX- 
Sheet COMMISSION NOR HAS THE COMMISSION PASSED ON ITS ACCURACY OR ADE- 
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THE BUSINESS OF AMERICAN SECURITY CORPORATION 


THE PARENT CORPORATION 


American Security Corporation (ASC) is a regis- 
tered bank holding company and owns all of the stock 
(except directors’ qualifying shares) of American 
Security Bank, National Association (the Bank). ASC’s 
Principal assets are its investment in the Bank and its 
real estate holdings, substantially all of which are oc- 
cupied by the Bank under long-term leases. Besides 


TOTAL REVENUES 


INCLUDING DIVIDENDS FROM AND 
NET EARNINGS OF AFFILIATES 
EXCLUDING SECURITY GAINS 


$18.1 
$17.1 


$15.5 


1973 1974 1975 


THE BANK 


The Bank is engaged in a general banking busi- 
ness and offers a full range of services; including the 
accepting of deposits, lending, purchasing and selling 
of investment securities, and providing safe deposit 
facilities. The Bank also exercises authorized trust 
powers through its Trust and Investment Division, and 
operates a leasing subsidiary. The Bank is a National 
Bank, a member of the Federal Reserve System, and 
its deposits are insured by the Federal Deposit In- 
surance Corporation to the extent provided by law. 
As of December 31, 1977, the Bank had, in addition 
to its main office, 30 branches located throughout the 
District of Columbia, and an offshore branch in Nas- 
sau, Bahamas. At December 31, 1977, the Bank 
employed approximately 1,061 persons or 95 percent 
of the total employed by ASC and all its subsidiaries. 


(in millions) 


$18.5 


1976 
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Owning stock of the Bank and real estate, ASC man- 
ages property, originates, processes, and services 
real estate mortgages and construction loans for the 
Bank and other institutional investors, holds loans re- 
ceivable from unaffiliated borrowers, operates a travel 
agency, and acts as an agent for all types of insur- 
ance except life. None of the non-bank related activ- 
ities are material to bank-related assets and revenues, 
as shown below for ASC. Investments in subsidiaries 
are accounted for on the equity basis. 


TOTAL ASSETS 
AT YEAR-END 


(in millions) 


$20.2 


$111.1 


1975 


1976 


1977 


1977 


SUPERVISION AND REGULATION 


ASC as a bank holding company is subject to 
regulation under the Bank Holding Company Act of 
1956 (the Act), and is registered with the Board of 
Governors of the Federal Reserve System. Under the 
Act, ASC is prohibited, with certain exceptions, from 
acquiring direct or indirect ownership or control of 
more than 5 percent of the voting shares of any com- 
pany which is not a bank and from engaging in any 
business other than that of banking, managing and 
controlling banks or furnishing services to its affiliated 
banks, except that it may engage in, and may own 
shares of companies engaged in, certain businesses 
found by the Board of Governors to be so closely re- 
lated to banking ‘‘as to be a proper incident thereto.” 
ASC also may not, without the prior approval of the 
Board of Governors, acquire direct or indirect owner- 
ship or control of more than 5 percent of the voting 
shares or, except by means of merger involving its 
bank subsidiary, all or substantially all of the assets, of 
any other bank, or merge or consolidate with another 


bank holding company. The Act in practical effect also 
precludes ASC from acquiring an interest in any bank 
located outside the District of Columbia, but does not 
place territorial restrictions on the activities of non- 
bank subsidiaries. ASC is required by the Act to file 
annual reports of its operations with the Board of 
Governors and is subject to examination by the Board 
of Governors. 

ASC and its nonbank subsidiaries are affiliates of 
the Bank within the meaning of the Federal Reserve 
Act. As such affiliates, they are subject to certain 
restrictions on loans by the Bank, on investments by 
the Bank in their stock or securities, and on the ac- 
ceptance by the Bank of such stock and securities as 
collateral for loans to any borrower. ASC and such 
other subsidiaries, as affiliates of the Bank, are also 
subject to certain restrictions with respect to engag- 
ing in the issue, flotation, underwriting, public sale or 
distribution of securities. 

There are various legal and regulatory require- 


SOME SIGNIFICANT DATES FOR ASC 
AND THE BANK 


1814 Bank of Metropolis formed, later renamed National 
Metropolitan Bank and predecessor of American 


Security and Trust Company (AS&T). 


American Security and Trust Company chartered under 
the laws of Virginia. 


AS&T reincorporated in the District of Columbia. 


ASC organized under the laws of the District of Colum- 
bia. 


AS&T merged into American Security and Trust Com- 
pany, National Association. 


ASC became parent of the Bank through a reorganiza- 
tion accounted for as a pooling of interests. The shares 
of ASC and the Bank had been traded as stapled share 
units since the organization of ASC in 1957. 


The Federal Reserve Board ruled ASC entitled to con- 
tinue all its present activities under the ‘‘grandfather 
provision” of the Bank Holding Company Act Amend- 
ments of 1970. 


American Security and Trust Company, N.A. changed 
its name to American Security Bank, N.A. 


1889 


1890 
1957 


1976 


1977 


American Security directors William T. Leith and 
Gordon Gray (seated) with Frank B. Holloway, Vice 
President and Controller, and James E. Dudycha, Vice 
President—Planning. 
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ments and restrictions affecting the Bank and its op- 
erations, including the requirement to maintain re- 
serves against deposits and restrictions on the nature 
and amount of loans which may be made by the Bank, 
and restrictions relating to investments, branching 
and other activities of the Bank. The Bank, as a 
National Bank, is subject to regulation and examina- 
tion by the Comptroller of the Currency, the Board of 
Governors of the Federal Reserve System, and the 
Federal Deposit Insurance Corporation. The official 
having primary supervisory authority over the Bank 
is the Comptroller of the Currency. The approval of 
the Comptroller of the Currency is required if the total 
of all dividends declared by the Board of Directors of 
the Bank in any calendar year will exceed the total of 
the Bank’s profits for that year combined with its re- 
tained net profits for the preceding two years. As of 
December 31, 1977, additional dividends of approxi- 
mately $30 million could have been declared by the 
Bank without such approval. 


EXECUTIVE OFFICERS OF 
AMERICAN SECURITY CORPORATION 


Business Experience, 
Principal Occupation and 
Principal Business 


Period Served Age (During the last five years) 

*Carleton M. Stewart 57 Chairman and CEO of 

Chairman of the American Security Bank, N.A. 

Board 1976 to present. Senior Vice 

(since 1976) President, 1967-1976, Citibank, 
New York. 

*W. Jarvis Moody 49 President 1972 to present, 

President Executive Vice President 1968- 

since 1974 1972, American Security 

Bank, N.A. 

William C. Yowell, Jr. 51 Executive Vice President 1974 
Executive Vice to present, American Security 
President Bank, N.A.; Executive Vice 

(since 1976) President 1968-1974, and 
member of the Board 1972- 
1974, National Bank of 
Washington. 

Malcolm A. Belt 59 Vice President and Treasurer 

Vice President and 1963 to present, American 

Treasurer Security Corporation. 

(since 1963) 

James F. Rogers 42 Senior Vice President and 

Secretary Cashier, Secretary since 1970, 

(since 1976) American Security Bank, N.A. 

Frank B. Holloway 46 Vice President and Controller 

Controller of American Security Bank, 

(since 1976) N.A., 1974 to present. Vice 
President, Senior Vice Presi- 
dent, First Virginia Bankshares 
1968-1974. 

G. Stimson Eveleth 49 President of Fidelity Inter- 


national Bank, New York, 1975- 
1977. Associated with Fidelity 
Banks, Philadelphia, 1972-1977. 


Comptroller 
(since 1977) 


* Also directors of ASC. 
Executive officers are not related. 


PARENTS AND SUBSIDIARIES 


American Security Corporation and its subsidiaries 
(direct and indirect), the state or district of incorpora- 
tion and the percentage of ownership by any direct 
parent company are shown below: 


AMERICAN SECURITY CORPORATION (Regis- 
trant), District of Columbia 


Aseco Corporation, District of Columbia 
(100% owned) 

Rolbalt Corporation, Maryland (100% owned) 

American Security Bank, N.A., District of 
Columbia (99.72% owned) (minority inter- 
est is comprised of directors’ qualifying 
shares) 
American Security Leasing Corp., Dela- 

ware (100% owned) 


All the subsidiaries listed above are included 
in the Consolidated Financial Statements. Separate 
financial statements for Aseco Corporation, Rolbalt 
Corporation, and American Security Leasing Corp. are 
not presented since these subsidiaries are not signifi- 
cant in relation to the consolidated assets or opera- 
tions. 

The foregoing list does not include Allied Bank 
International, New York, which is 5.56 percent owned 
by American Security Bank, N.A. The investment in this 
company, which is not material, is accounted for on 
the equity basis. Remaining ownership is held in equal 
percentages by seventeen other banks or bank hold- 
ing companies. Also omitted from the list is Amsetco 
Corporation, a 100% owned subsidiary of American 
Security Bank. Amsetco Corporation holds an invest- 
ment in Robert Francis Printing Company, which was 
obtained in collection procedures against its former 
parent. The investment in Amsetco, which is not ma- 
terial, was written off the books of American Security 
Bank, N.A. in 1974 pursuant to the instructions of Na- 
tional Bank Examiners. 


INDEMNIFICATION 


The bylaws provide that any person, his heirs, 
executors, or administrators, shall be indemnified or 
reimbursed for reasonable expenses actually incurred 
in connection with any action, suit, or proceeding, 
civil or criminal, to which he or they shall be made a 
party by reason of his being or having been a director, 
officer, or employee of the Corporation except in the 
following circumstances: 

No person shall be so indemnified or reimbursed 
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in relation to any matter in such action, suit, or pro- 
ceeding as to which he shall finally be adjudged to 
have been guilty of or liable for gross negligence, will- 
ful misconduct or criminal acts in the performance of 
his duties. 

No person shall be so indemnified or reimbursed 
in relation to any matter in such action, suit, or pro- 
ceeding which has been made the subject of a com- 
promise settlement except with the approval of a court 
of competent jurisdiction, or the holders of record of 
a majority of the outstanding shares of the Corpora- 
tion or the Board of Directors, acting by vote of direc- 
tors not parties to the same or substantially the same 
action, suit or proceeding, constituting a majority of 
the whole number of directors. The bylaws further pro- 
vide that the foregoing right of indemnification or re- 
imbursement shall not be exclusive of other rights to 
which such person, his heirs, executors, or adminis- 
trators, may be entitled as a matter of law. 

Section 29-904 of the District of Columbia Code 
provides that every corporation shall have power * * * 


(0) To indemnify any and all of its directors or 
officers or former directors or officers or any 
person who may have served at its request as 
a director or officer of another corporation in 
which it owns shares of capital stock of or 
which it is a creditor against expenses actually 
and necessarily incurred by them in connection 
with the defense of any action, suit, or pro- 
ceeding in which they, or any of them, are made 
parties, or a party, by reason of having been 
directors or officers or a director or officer of 
the corporation, or of such other corporation, 
except in relation to matters as to which any 
such director or officer or former director or 
officer or person shall be adjudged in such 
action, suit or proceeding to be liable for negli- 
gence or misconduct in the performance of 
duty. Such indemnification shall not be deemed 
exclusive of any other rights to which those 
indemnified may be entitled, under any bylaw, 
agreement, vote of stockholders, or otherwise. 


The Corporation maintains insurance, under poli- 
cies expiring January 1, 1980, insuring the Corpora- 
tion’s directors and officers against uncompensated 
liability for wrongful acts or omissions, (not involving 
active and deliberate dishonesty) arising out of their 
positions as directors and officers, and insuring the 
Corporation against liability for indemnifying or reim- 
bursing its directors and officers under the terms of 
the Corporation’s bylaws. The referenced policies do 
not cover liability (if any) arising under the Pension 
Reform Act of 1974. 


een 
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NUMBER OF STOCKHOLDERS 


The approximate number of stockholders of the 
Corporation’s common stock (all one class) at year-end 
is shown below for the indicated period. 

1977 1976 1975 1974 1973 


3,632 3,606 3,675 3,624 3,646 


EXHIBITS TO FORM 10-K 
No exhibits are filed with this report. 


REPORTS ON FORM 8-K 


No reports on Form 8-K were filed for American 
Security Corporation during the three month period 
ended December 31, 1977. 


STOCKHOLDER DATA 


CONTACT FOR INFORMATION: 


James F. Rogers 


Corporate Secretary, American Security 
Corporation 
730 15th St., N. W. 


Washington, D. C. 20013 
Telephone: (202) 624-4128 


CORPORATE HEADQUARTERS: 


American Security Building 
730 15th St., N. W. 
Washington, D. C. 20013 


ANNUAL MEETING: 


Tuesday, April 18, 1978, at 
10:00 A.M., American Security 
Building, 730 15th Street, N. W. 
Washington, D. C. 


SIGNATURES 


Pursuant to the requirements of Section 13 or 
15(d) of the Securities Exchange Act of 1934, the Reg- 
istrant has duly caused this report to be signed on its 
behalf by the undersigned, thereunto duly authorized. 


March 1, 1978 


AMERICAN SECURITY CORPORATION 
(Registrant) 


FRANK B. HOLLOWAY 


Frank B. Holloway 
Controller 


TRANSFER AGENT: 
American Security Bank, N. A. 


FORM 10-K: 


This Report constitutes the Corporation’s an- 
nual report on Form 10-K as required to be 
filed with the Securities and Exchange Com- 
mission. 


DIVIDEND REINVESTMENT PLAN: 


Stockholders of the Corporation are eligible 
to participate in the Corporation’s Dividend 
Reinvestment and Stock Purchase Plan. Under 
the terms of the Plan, shares of the Corpora- 
tion may be purchased with reinvested common 
stock dividends and optional cash payments at 
5 percent below the market price without pay- 
ing a brokerage commission. A service charge 
of $3.00 per quarter is assessed each partici- 
pant. For additional information, please contact 
the Office of the Corporate Secretary. 


MARKET PRICE OF COMMON STOCK AND DIVIDENDS PAID 


BID PRICE PER SHARE 
(in dollars) 


ich”? wow 


FIRST SECOND THIRD 
1976 


FOURTH 


Cash Dividends 
$0.70 $0.70 $0.70 $0.70 


FOURTH 


FIRST SECOND THIRD 
1977 


$0.70 $0.70 $0.70 $0.70 


BOARD OF 
DIRECTORS 


American Security Corporation 
American Security Bank, N.A. 


December 31, 1977 


Carleton M. Stewart 
Chairman of the Board 

American Security Corporation and 
American Security Bank, N.A. 


W. Jarvis Moody 


President 
American Security Corporation and 
American Security Bank, N.A. 


*John E. Sumter, Jr. 


Vice Chairman 
American Security Bank, N.A. 


*Joseph L. Whyte 


Vice Chairman 
American Security Bank, N.A. 


Joe L. Allbritton 


Chairman of the Board 
The Washington Star 


* Director of American Security 
Bank, N.A. 

** Director of American Security 
Corporation 


DIRECTORS EMERITI 


Joe Hume Gardner 


President 
Bingham and Taylor Foundry 


Consulting Economist 


Arthur M. Okun 


Andrew F. Brimmer 


President 
Brimmer and Company, Inc. 


George B. Burrus 


Retired Chairman of the Board 
Peoples Drug Stores, Inc. 


Joseph V. Charyk 


President 
Communications Satellite Corporation 


A. James Clark 


President 
The George Hyman Construction Co. 


** James F. Collins 


General 
U.S. Army (Ret.) 


L. Stanley Crane 


President 
Southern Railway System 


Edward B. Crosland 


Retired Senior Vice President 
American Telephone and 
Telegraph Company 


Howard W. Kacy 


Retired Chairman of the Board 
Acacia Mutual Life Insurance Co. 


Thornton W. Owen 


Chairman of the Board 
Perpetual Federal Savings and Loan 
Association 


Lloyd H. Elliott 


President 


The George Washington University 


George M. Elsey 


President 
American National Red Cross 


Gordon Gray 
Chairman of the Board 
Summit Communications, Inc. 


Gilbert M. Grosvenor 


Editor and Vice President 
National Geographic Society 


Edwin K. Hoffman 


President 
Woodward & Lothrop, Inc. 


R. L. Ireland Ill 


Partner 
Brown Brothers Harriman & Co. 


William T. Leith 


Retired Chairman of the Board 
Peoples Life Insurance Company 


Gustave Ring 


Rea/ Estate 


Andrew M. Saul 


Chairman of the Board 
B. F. Saul Company 


George C. McGhee 


Company Director and 
Retired Diplomat 


Paul H. Nitze 


Chairman, Advisory Council 
The Johns Hopkins School of 
Advanced International Studies 


J. Donald Rauth 


Chairman of the Board 
Martin Marietta Corporation 


John T. Sapienza 


Partner 
Covington & Burling 


B. F. Saul, tl 


President 
B. F. Saul Company 


Leonard L. Silverstein 


Senior Partner 
Silverstein and Mullens 


John W> Sweeterman 


Director 
The Washington Post Co. 


Stanley Woodward 


Trustee 
The Woodward Foundation 


American Security director John 
W. Sweeterman with James F. 
Rogers, Senior Vice President 
and Cashier of the Bank, in the 

Main Office Board Room. 


50 


OFFICERS* 


December 31, 1977 


American Security 
Corporation and American 
Security Bank, N.A. 


Carleton M. Stewart 


Chairman of the Board 


W. Jarvis Moody 


President 


John E. Sumter, Jr. 


Vice Chairman 
American Security Bank, N.A. 


Joseph L. Whyte 


Vice Chairman 
American Security Bank, N.A. 
Trust and Investment Division 


William C. Yowell, Jr. 


Executive Vice President 
Holding Company Division 


Thomas Bellinger 


Chairman, Credit Policy Committee 


Gene L. Bennett 


Senior Vice President 
International Banking Division 


Anthony J. D’Ermes 
Senior Vice President and 
Division General Manager 
Trust and Investment Division 


James E. Dudycha 


Vice President 
Planning and Management 
Information Systems 


G. Stimson Eveleth 


Comptroller 


J. Timothy Holland 


Senior Vice President 
Retail Banking Division 


Frank B. Holloway 


Vice President and Controller 


Douglas T. Ledwith 


Vice President 
Treasury Division 


James F. Rogers 


Senior Vice President & Cashier 


Alan F. Rothmayer 


Senior Vice President 
Operations Division 


Michael F. Ryan 


Senior Vice President 
Personnel Division 


William H. Ryland 


Senior Vice President | 
Corporate Banking Division 


* Senior Management and 
Division Heads 


INTERNATIONAL 
ADVISORY COMMITTEE 


American Security Bank, N.A. 


Lucius D. Battle 


Senior Vice President 
Communications Satellite Corporation 


Andrew F. Brimmer 


President 
Brimmer and Company, Inc. 


Y. L. Chang 


Former Senior Advisor 
World Bank 


Dallas M. Coors 


Dallas M. Coors Consultants, Ltd. 


Marshall B. Coyne 
Proprietor 
The Madison Hote! 


Parker T. Hart 


Special Representative 
Bechtel! Corporation 


Daniel W. Hofgren 


Vice President of Corporate Finance, 


Goldman Sachs & Company 


George C. McGhee 


Company Director and 
Retired Diplomat 


W. Jarvis Moody 


President 


Paul H. Nitze 


Chairman, Advisory Council 
The Johns Hopkins School of 
Advanced International Studies 


Martin Rosen 


Chairman 
First Washington Securities Corporation 


~ 


Frank A. Southard, Jr. 


Consultant 
International Monetary Fund 


Carleton M. Stewart 


Chairman of the Board 


Hobart Taylor, Jr. 


Attorney 
Dawson, Quinn, Riddell, Taylor & Davis 


ADVISORY BOARD 
American Security Bank, N.A. 


Chairman: 


W. Jarvis Moody 


President 


Vice Chairman: 


William C. Yowell, Jr. 


Executive Vice President 


James E. Allen 


President 
Henry B. Gilpin Co. 


William F. Banks 


Vice President 
Banks and Lee, Inc. 


John W. Burke, Jr. 


Executive Secretary 
Business Council 


W. Perry Early 
President 
Early, Cassidy & Schilling, Inc. 


Sheldon W. Fantle 


President and Chief Executive Officer 
Peoples Drug Stores, Inc. 


George A. Fogarty 


President 
Sport Chevrolet Co. 


Bernard S. Gewirz 
Attorney 


John G. Gosnell 


President 
Clarence W. Gosnell, Inc. 


Joseph H. Hennage 
President 
Hennage Creative Printers, Inc. 


Terry E. Herndon 


Executive Secretary 
National Education Association 


Dr. Maxwell Hurston 


Partner 
Union Market Workmen's 
Compensation Clinic 


Anthony J. !zzZo, Jr. 


President 
Anthony !zzo Co., Inc. 


Richard H. Nicolaides 


Attorney 
Kelly & Nicolaides 


Paul H. Otto 


President 
Washington Stair & 
Ornamental Iron Works, Inc. 


Florenz R. Ourisman 


Commercial Real Estate 


Joseph B. Paul 
President 
Paul Brothers, Inc. 


Orville F. Rush 


Attorney 


Leslie P. Schultz 


President 
United Services Life Insurance 
Company 


Robert W. Thomas 


Owner 
Walker-Thomas Furniture Co. 


George F. Warner 


Partner 
George F. Warner & Co. 


Joseph L. Whyte 


Vice Chairman 


George M. Williams 
Treasurer 
Southern Railway Company 


Eugene V. Young 
President 
George W. Cochran & Co., Inc. 
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a Scien Pet! a — 
Dr, Arthur M. Okun, Senior Fellow, Brookings Institution, John E. Sumter, Jr., Vice Chairman, discusses city matters 
former Chairman, Council of Economic Advisors, and con- with The Honorable Walter E. Fauntroy, District of Colum- 
sulting economist to American Security is frequently asked bia Delegate to Congress, in his Capitol Hill office. 
to testify on major economic legislation. 


American “Security in the (Nation's Capital... 


Washington is a city of power centers, and American Security 
maintains ongoing contact with the institutions that cause 
things to happen in the Nation’s Capital. Whether the Fed- 
eral Government, the Congress, international financial insti- 
tutions, trade or professional associations, the media or 
others, successful banking in Washington demands a thor- 
ough knowledge of its powerful institutions and their people. 


Above: officers of American 
Security counseling with a 
major professional associa- 
tion—the American Chemi- 
cal Society. Pictured are 
Edward Dent, Senior Trust 
Officer, John Crum, Treas- 
urer of the Society, and Bill 
Kilpatrick, Assistant Vice 
President, Corporate Bank- 


ing. 


Trade and Professional As- 
sociations are an important 
force in Washington. Right: 
R. Heath Larry, President of 
the National Association of 
Manufacturers, which repre- 
sents America’s largest in- 
dustrial companies, ad- 
dresses a conference. 


Above: James Kleindienst and Mark 
Gutierrez, American Security Vice 
Presidents, with Y. L. Chang, former 
senior advisor to the Worid Bank and 
a member of American Security’s 
International Advisory Committee. 


MR. McNAMARA 


The World Bank and other major international financial organizations have 
made Washington a financial center of growing importance. Above: Robert 
McNamara, President of the World Bank, addresses a Board of Governors’ 
meeting. 


Reporting and interpreting events in the Federal City have made the 
Washington media a significant force nationally and internationally. Above: 
an NBC cameraman at the Capitol. Left: a television camera crew filming 
at American Security's Wisconsin Avenue Office. 


